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Mr. Marquette Says: 
"Service is Our Stock in Trade 


Not long ago the son of the president of one 
of our correspondent banks was selecting an 
engagement ring in a Nicollet Avenue jewelry 
store when two detectives closed in on him. 
He was quietly but firmly escorted to the 
police station for grilling. 

It developed that another man—of exactly 


the same age and description—had been 
switching paste stones for genuine diamonds. 


Finally the police called us, and we were 
happy to confirm that we knew the man, and 
that he was a banker and not a jewel thief. 
Now, of course, rescuing bankers from police 
stations is not one of our regular services. But 
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George S. Coonrod, 
Vice President 
Operations and Personnel Dept. 


we are ready at all times to go beyond the 
normal calls of business routine to serve you— 
tickets or hotel reservations, for example, or 
what have you. 

At Marquette every facility of modern 
banking is at your disposal, including expert 
advice on operating methods and the use of 
the latest systems and equipment to save you 
time, money, and effort. Our officers have 
helped many correspondent bankers through 
counsel based on practical banking experience, 
a thorough knowledge of current banking pro- 
cedure, and a down-to-earth understanding of 
the country banker’s problems. May we serve 
you too? 
































THE NATIONAL VOICE OF AMERICA’S INDEPENDENT BANKERS 





Owned and Published by 
INPUBCO, INC. 
Sauk Centre, Minnesota 





VOLUME 8 NUMBER 2 


JANUARY 1958 
Gn This Yasue... 





2 
. = 
re cute 7 24th Annual Meeting: Plan Now to Attend Convention of 
at = IBA In Dallas March 6-9 , ‘ 3 
Savk Contre, Minnesota = Hearings Soon: IBA to Press for Changes in 1 Financial ‘Institutions Act 
re = By Ben DuBois. ad Os eine ie 6 
= Wisconsin Independents Elect Ofeens, Dissattion ‘ : : ; 9 
saanade F. BELL 2 Expel Mutuals? Fight Within ABA Emphasizes Need 
pee = for a Militant IBA 
Publisher = By Harry J. Harding . gic prtcle. ee 
‘ = S&L Competition: IBA Conmaiates Urges Action on Bill 
= to Equalize Tax Load. ' ; ; ‘ 12 
Entered oe et = 45 Banks in 23 States Are Newest Members ‘of IBA : " : : 14 
Be rer oon bse 8 = Can’t Pass the Buck: Bank Directors Must Face Fact 
Additional entry at = of Their Liability 
Long Prairie, Minnesota = By Malcolm Engstrom ° . ° e e ° P 15 
1 = Burkett Hits Trend Toward Mergers. ‘ ‘ ‘ : : 6:3 ae 
pe ee og in U.S. = y Mo F 
ngle Subscripti One Y = and. hose nthly ALUALS eee 
(19 Nenves) cs csesesees ss $600 = 
SP GO ok voc cute cerenetes 50¢ = Forum: Some Letters f : i ; : 2 
z = Cover Photo: Statler Hilton H otel i in Dallas, Site of 
shiices ihesanintie Wiese ind = u BA Convention March 6-9 ; P ‘ i > 4 ‘ 2 
Foreign Subscription Rates = With the Editor 
On Request = By Howard Bell. Pp j , ‘ : : : , ; 18 
‘ 2 Around the Nation . , ; ‘ " 20 
= After Hours: Banks Must Serve Léammeita on Their Toms 
Advertising Representatives = To Meet Competition and Grow . . . . «. «. «. 26 
were. ol gag» nog 1, z Editorials: 
Illinois. WHitehall 3-2048. = Arguments of FRB Minority Make Sense 28 
West Coast: Keith H. Evans and Asso- = Speedy Look at Debt 3 : 28 
Sains Seen | is 
sco: . I= 
YUkon 2-4280. [ The vi views oeuent & 4 bog Fan gone ca = gute puatehes in oe Ss are “py of each 
Member A Non-Profit Organization for 
FINANCIAL PUBLIC ett Vataeai i tla 
RELATIONS ASSOCIATION RA Methods and Public Relations 
ADVERTISING RATES ON REQUEST 
Advertising Forms Close on the 12th of Each Month 
January 1958 Page 1 














‘GOOD REBUTTAL’ 


To the Editor: 

Van Vechten Shaffer, president of Guar- 
anty Bank & Trust Company, Cedar Rap- 
ids, Iowa, is certainly to be commended 
for his article in your December issue, 
under the title “Good Correspondents are 
Bulwark for Independents.” 

His rebuttal of James Nicholson’s state- 
ments in two previous issues of the maga- 
zine was most accurate. 

Mr. Shaffer deserves much praise for 


this article. 
DONALD E. WILLARD 


Cashier 
Dixon Savings Bank 
Dixon, Iowa 


AD PROPOSAL OF ABA 
To the Editor: 


Enclosed, for publication if you wish, is 
a copy of a letter I sent to Joseph C. Wel- 
man, president of the American Bankers 
Association, on the proposed ABA national 
advertising program: 

Your letter dated October 23, the leaflet 
enclosed with it entitled “Background in- 
formation on National Advertising,” and 
the ballot also enclosed inviting ABA mem- 
bers to vote on the questions of whether or 
not to have a national advertising campaign 
leave me cold. 

This subject has been the source of in- 
ternal behind-the-scenes debate for almost 
three years. The reason for this long debate 
is the fact that the program is not an 
American Bankers Association project at 
all but one of the Association of Reserve 
City Bankers Association which certain 
members of that association have been 
trying to impose on the American Bankers 
Association. It has apparently taken three 
years to get this far. Even so, a clear-cut 
definite recommendation is not made by 
the ABA officers. 

We dues-paying members of the Ameri- 
can Bankers Association have a right to ex- 
pect the managers and elected officers of 
the association to have minds of their own 
and to approve or disapprove propositions 
put to them. 

If, after three years of debate of this 
question, the managers and elected officers 
have not been able to make up their minds, 
cannot make a recommendation to us, and 
feel that they have to ask the members to 
make their minds up for them, the proposi- 
tion that we are asked to vote for or against 
cannot have much merit. That weakness 
alone is sufficient cause for the ABA mem- 
bers to vote “No.” 

You and I have discussed this project 
before. We know its origin. It originated 
with an overambitious clique of members 
of the Public Relations Commission of the 
Reserve City Bankers Association. By the 
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device of claiming that they were only in- 
terested in doing a research job and want- 
ing the ABA to help with funds and other- 
wise, they sucked the then ABA leaders in. 
That was almost three years ago. 
Therefore, I say that in this proposition 
mailed to us to vote on is more than meets 
the eye. It is a continuation of the old 





Cover Photo 





One of the newest and most 
unique hotels in the nation will 
be the scene of the 24th annual 
Independent Bankers Association 
convention March 6-9. The Stat- 
ler Hilton in Dallas, Texas, shown 
on the cover picture and in the 
one above, is a 20-story Y-shaped 
structure with 1,001 guest rooms, 
each with its own TV set, 14 din- 
ing rooms, 26 meeting and dis- 
play rooms and five ballrooms. 

In keeping with the finest “big- 
gest and best” tradition of Texas 
is the fact that the two main ball- 
rooms can be used as one to 
form, says the hotel management, 
“the largest single ballroom area 
in the Southwest—it will seat 
more persons than any other ho- 
tel in Texas, or any west of Chi- 
cago.” 

Opened early in 1956, the hotel 
is in the heart of the shopping 
and theatre districts and is only 
a block from the fabulous Nei- 
man-Marcus store. The exterior 
is of glass, aluminum and por- 
celainized enamel, prefabricated 
in panels. 





question that I discussed with you and 
your predecessors in the office of the ABA 
president, the question of who is going to 
run the ABA—its own members or the 
Association of Reserve City Bankers. 

Until the intrusion of this Reserve City 
Association into the management of the 
American Bankers Association, the ABA 
had never shared its dues income with any 
other organizations. It had never shared 
its authority and responsibilities with any 
other organizations, nor had it ever partici- 
pated in the programs of any other orga- 
nizations. 

It looks as if the tail is wagging the dog. 
The members of the Reserve City Bankers 
Association represent 178 banks. The mem- 
bers of the American Bankers Association 
number 15,000 banks. 

Another strange thing about this propo- 
sition is the fact that those who ask the 
banks to vote affirmatively are asking the 
banks to buy a pig in a poke. 

Not a word is said about the nature of 
the advertising to be employed, and this 
after three years of discussion! Why the 
secretiveness ? 

This looks like a big city bank scheme. 
Is it going to be used to advertise the serv- 
ices of big city banks? If the city banks 
are not to be favored, what services of 
country banks are going to be advertised? 

Most banks, like other retailers, sell 
their services locally. How can a national 
advertising campaign help local banks to 
reach their customers and prospects? 

Did you ever hear of department stores, 
small or large, asking the National Retail 
Dry Goods Association to advertise for 
them? 

No, Mr. President, this proposal has the 
wrong sponsorship, the wrong motivation 
and facts about it seemingly are not being 
told. Even now, after three years, the big 
advertising agency that has been employed 
appears to be unable to tell us anything 
about what it proposes to do for us. 

In the circumstances, our bank votes 
“no.” It will not contribute a dollar. 

I recognize the fact that this project is 
not yours. I believe you do not favor it; 
but that you feel bound by the recommen- 
dation of the Administrative Committee 
and the Executive Council of your prede- 
cessor’s administration to carry out this 
referendum. 

My conversations with your predecessors 
about this scheme have all been private 
conversations. Since the association has 
now come out publicly with its referendum, 
I feel free to make this letter public, to 
the end that fuller discussion may be pro- 
voked. Accordingly, after allowing time for 
it to be received and read by you, I shall 
feel at liberty to give copies of it to the 
press if you do not object. 

ORVAL W. ADAMS 


Executive Vice President 
First National Bank 
Salt Lake City, Utah 


PUBLICITY NEEDED 


To the Editor: 

I was particularly interested in your Fo- 
rum section of the December issue of The 
INDEPENDENT BANKER. I am sorry that I 
missed seeing the letter from my good 
friend, Jack Condren of De Ridder, Louisi- 
ana, which was referred to by Mr. W. W. 
Evans of Halfway, Oregon, as having ap- 
peared in the October issue of your maga- 
zine. 

We have, for many years, refused to 

(Continued on page 17) 
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Plan Now to Attend Convention 


Of IBA in Dallas March 6-9 


Here’s a suggested New Year’s reso- 
lution: Attend the 24th annual con- 
vention of The Independent Bankers 
Association at the Statler Hilton Ho- 
tel in Dallas, Texas, March 6, 7 and 
8. 

As this issue of The INDEPENDENT 
BANKER went to press, IBA President 
R. L. Mullins, president of The Wolfe 
City (Texas) National Bank, an- 


‘nounced he had appointed P. B. 


(Jack) Garrett as general convention 
chairman. Mr. Garrett is president of 
Texas Bank & Trust Company in Dal- 
las and is a widely known independ- 
ent in the Lone Star state. 

Plans for the convention are mov- 
ing forward, President Mullins said. 
This year’s event will, he declared, 
feature top flight speakers and a pro- 
gram of fine entertainment. 


Trip to Mexico 


Highlight of the entertainment 
schedule in connection with the gath- 
ering will be a pre-convention trip to 
Mexico. Otto Preus, vice president of 
the Marquette National Bank in Min- 
neapolis, Minnesota, and veteran 
chairman of the Sightseeing Commit- 
tee, said the excursion to Mexico will 
include stops at Mexico City, Cuer- 
navaca and Taxco. 

Tentatively, Mr. Preus said, it is 
planned that the pre-convention trip 
will begin at Minneapolis on Satur- 
day, March 1. The excursionists 
would take off early that morning 
for an all day flight to Mexico City. 
Highlight of the schedule on Sunday, 
March 2, will be a bull fight in the 


afternoon. 
In Dallas March 5 


It is planned, said Mr. Preus, that 
the pre-convention trip will end on 
Wednesday, March 5. Those who 
made the trip would be back in Dal- 
las that evening, ready for the start 
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of the convention program on the 
morning of Thursday, March 6. 

Sightseeing in Dallas and possibly 
in Fort Worth during the convention 
also is planned, said Mr. Preus. 

For the first time in many years, 
there will be no special train to the 
convention. Good train service from 
the upper midwest is available, how- 
ever, Mr. Preus pointed out, via. the 
Rock Island line. 

The Statler Hilton Hotel, where 
the convention will be held, is one of 
the nation’s show places. One of the 
most modern hotels in the world, it 
was opened in January of 1956. 


1,001 Guest Rooms 


There are 1,001 guest rooms in the 
Statler Hilton, most of them with 
studio type beds and specially de- 
signed furniture and furnishings to 
give the atmosphere of a living room 
in the daytime. All guest rooms are 
air conditioned with individual room 
controls and all have television sets. 

The hotel occupies a downtown 
Dallas site of 56,000 square feet. It 
is located in the heart of the theatre 
and shopping districts and is only 


a block from the famed Neiman-Mar- 
cus store. The hotel is a 20 story “Y” 
shaped building. 

IBA general sessions, luncheons, 
banquet and other events will be held 
on the hotel’s “function floor,” which 
is accessible from the lobby so that 
guests attending meetings and ban- 
quets need not use hotel elevators. 

The function floor has five ball- 
rooms, an assembly room, 14 dining 
rooms, 26 meeting and display rooms. 
A total of 3,029 persons can be ac- 
commodated on the function floor at 
one time. 


Restaurants in Hotel 


There are two principal restaurants 
and a coffee house in the hotel. The 
Empire Room, in addition to lunch- 
eon and dinner, features dancing and 
top entertainment. The Grill provides 
popular priced meals, while the Cof- 
fee House is designed to furnish 
quick, convenient service. 

One interesting feature of the Em- 
pire Room is the dance floor that can 
be raised mechanically during a floor 
show so that everyone in the room 
has good visibility. The dance floor 
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also can be lowered below the floor 
level to provide facilities for an ice 
rink when a skating show is booked. 

The Statler Hilton was the first 
building in Texas to be constructed 
on the United Nations building prin- 
cipal and the first multi-storied build- 
in the world to make use of “flat-slab 
cantilever construction.” This elimi- 
nates about half the columns and foot- 
ings necessary in older designs. One 


advantage of this type of construc- 
tion is that all the guests in public 
rooms have an unobstructed view of 
whatever type of presentation is be- 
ing staged. 

Exterior walls of the hotel are of 
glass, aluminum and porcelainized 
enamel, prefabricated in panels. The 
hotel is one of the largest projects of 
its kind developed anywhere in the 
world in the past 25 years. 
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Fed Orders 
New Report 
On FNCB 


The Federal Reserve Board has in- 
structed Examiner Charles W. Sch- 
neider to submit a new report on the 
application of The First National City 
Bank of New York for authorization 
to form a bank holding company. 

In his original report, Mr. Sch- 
neider said the board was precluded 
by New York State law from approv- 
ing the application. The state law, 
preventing formation of bank holding 
companies, is a stopgap measure 
passed after First National City had 
made its application for a holding 
company to the FRB. The law expires 
next May. 

Mr. Schneider was instructed to 
submit a report dealing with the 
merits of the case. The new report 
likely will be before the board for 
its consideration by the end of Janu- 
ary. 

Among the items on which Mr. 
Schneider was asked to report was 
whether the application meets all pro- 
visions of the Bank Holding Company 
Act of 1956 and to what extent con- 
sideration should be given to the 
“freeze” imposed by state law. 





FRB REJECTS 
BANCO PLEA 


A move by Northwest Bancorpora- 
tion of Minneapolis for a rehearing 
by the Federal Reserve Board of a 
case involving a proposed Rochester 
bank has been rejected by the FRB. 

The board, as reported in the De- 
cember issue of The INDEPENDENT 
BANKER, refused to permit Northwest 
Banco to acquire 1,450 of 1,500 vot- 
ing shares of the Northwestern State 
Bank of Rochester. The board’s per- 
mission for the stock acquisition is 
made necessary by the Bank Holding 
Company Act. 

In refusing to reconsider its pre- 
vious order, the board said that 
Northwest Banco had “failed to set 
forth any material facts or argu- 
ments not hitherto fully considered 
by the board.” 
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how to get the money to make the money 


How can you increase your bank’s de- 
posits so you can make more loans, more 
profit? That’s 1958’s big challenge, big 
opportunity. Some bankers try it with 
advertising. Others raise savings interest 
rates. But facts prove nothing increases 
deposits (and depositors) like new or mod- 
ernized banking quarters. It’s growth that 
is immediate—and continuous! Proof? In 
1956 alone, banks which began operating 
that year in quarters modernized by Bank 


Building Corporation showed deposits 
gains over triple the national average! 
Bank Building clients traditionally show 
new business gains far above their com- 
petitors—because their new quarters are 
planned for profit, planned by experienced 
specialists to attract and hold new cus- 
tomers. For a factual report on the results 
of a well-planned modernization, write 
today for ‘‘What Happens After a Bank 
Modernizes?”’ No obligation, of course. 


eatin 


e 
OF AMERICA 


ST. LOUIS, 1130 Hampton Avenue 
NEW YORK « CHICAGO « AUSTIN ¢ SAN FRANCISCO ¢e ATLANTA 
Operating Outside the Continental U.S. as: Bank Building Corporation, International + Subsidiary: Design, Inc. 


Bank Building clients who 
opened in their new quarters 
in 1956 increased deposits an 
average of 9.42%, compared 
to 2.89% national average 
gain. From “What Happens 
After a Bank Modernizes?” 
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IBA to Press tor Changes 
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Financial Institutions Act 


By the time this issue reaches you, 
Congress will be about ready to re- 
sume its session. Unless President 
Eisenhower has some definite recom- 
mendations that fall within the field 
of the Banking and Currency Com- 
mittee, it is believed the House Com- 
mittee probably will resume its hear- 
ings on the proposed Financial In- 
stitutions Act shortly after reconven- 
ing. 

The House Committee has spent 
considerable time in hearings on this 
legislation. Representatives of the 
Federal Reserve System, the compt- 
roller of the currency and the FDIC 
have been heard. Many others wish to 
testify. Your own association and the 
independents of the Twelfth Federal 
Reserve District hope to be able to 
present the views of the independent 
bankers of the country. 

The bill as passed by the Senate 
contains hundreds of changes in the 
various laws covered by the proposed 
act—the National Bank Act, Federal 
Reserve Act, Federal Deposit Insur- 
ance Act, Federal Home Loan Bank 
Act, Federal Savings and Loan Asso- 
ciation Act, Federal Savings and 
Loan Insurance Corporation Act and 


Federal Credit Union Act. 


‘Strong Reservations’ 


Many of these changes if submitted 
separately undoubtedly would be de- 
feated or greatly changed by Con- 
gress. Yet the House is being urged to 
approve the bill in its entirety, even 
though some representatives have 
strong reservations on some of the 
provisions. 

In previous issues of The INDE- 
PENDENT BANKER we have discussed 
objections to certain features of the 
bill. We do not intend te review all of 
the objectionable provisions at this 
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By Ben Dubois. 


Secretary, Independent Bankers Association 


time. We do feel, however, that some 
provisions of the bill in its present 
form would be disastrous to inde- 
pendent banking. If we are to con- 
tinue to serve the public as we have 
through the years, we must fight to 
have these provisions eliminated from 
the bill, and to strengthen the bill 
where it is weak. 

The first matter of major import- 
ance relates to the Bank Holding 
Company Act of 1956, which in the 
proposed Financial Institutions Act 
becomes Chapter 9 of Title II, Fed- 
eral Reserve Act. 

The original Spence bill that passed 
the House of Representatives by a 
vote of 371 to 24 contained a pro- 
vision restricting the expansion of 
bank holding companies within their 
home states to the area within which 
a bank could have branches. 


Lost in Senate 


This feature was deleted on the 
Senate side, leaving expansion within 
a state largely to the discretion of the 
Federal Reserve Board. This meant 
that if the board saw fit to approve, 
a bank could evade the restrictions 
on branching by use of the holding 
company device. 

This discretionary authority has 
caused some problems for the Federal 
Reserve Board, particularly as the 
board had testified that it would re- 
spect any state laws of greater restric- 
tiveness than the Holding Company 
Act. 

In New York, a holding company 
seeking to jump that state’s branch 
banking limitations has been pro- 
posed by The First National City 
Bank, and New York has adopted a 
stopgap law prohibiting this until 
next May 31. 

In New Hampshire, a non-branch 


state, there is a strong protest against 
the formation of a holding company 
that will circumvent the no-branch 
law. 

In Massachusetts the board just re- 
cently, by a split vote, approved an 
acquisition beyond the area within 
which a bank could have a branch. 


Must End _ Evasion 


Your association has opposed the 
evasion of branch banking laws by 
the mechanism of the holding com- 
pany or any other device. We believe 
this is the time to secure enactment 
of the very important provision to 
end further evasion of branch bank- 
ing laws within a state. 


We strongly urge that the “invita- 
tion to merge” be stricken from the 
bill. This invitation to merge is found 
in two provisions, similar in intent, 
one dealing with national banks, the 
other with state member banks. 


Title I, National Bank Act, Chapter 
6, Section 32, DEALING IN SECURITIES, 
paragraph (b) reads as follows: 


“A national bank may, with the prior 
approval of the comptroller, directly or in- 
directly purchase and hold, for not to ex- 
ceed 90 days, stocks of another bank as 
steps in a proposed absorption of such 
other bank through merger, consolidation, 
acquisition of assets and assumption of 
liabilities, or otherwise.” 


Title II, Federal Reserve Act, Chap- 
ter 5, Section 23, POWER AND DUTIES 
OF STATE MEMBER BANKS, paragraph 
(d), reads: 


“State member banks shall be subject 
to the same limitations and conditions with 
respect to the purchasing, selling, under- 
writing, and holding of investment securi- 
ties and stocks as are applicable in the case 
of national banks under Section 32 of the 
National Bank Act; that with the prior 
approval of the board, a state member 
bank may directly or indirectly purchase 
and hold for not to exceed 90 days stock 
of another bank as steps in a proposed 
absorption of such other bank through 
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merger, consolidation, acquisition of assets 
and assumption of liabilities, or otherwise.” 


Would Aid Concentration 


Certainly it is not the intention of 
Congress to seek to destroy our Amer- 
ican system of competing community 
banks. Yet these provisions, if en- 
acted into law could bring about, far 
more rapidly than is occurring today, 
the concentration of banking in a 
very few institutions. 

It is rather shocking to think that 
depositors’ funds could be used to 
buy out a competitor bank. But that 
is what could happen. There is noth- 
ing in the provision that would pre- 
vent a bank from using depositors’ 
money for such a purpose—regard: 
less of size of the bank or the amount 
of money involved. The only restric- 
tion is that prior approval must be 
obtained and stock should not be 
held for longer than 90 days. We 
strongly oppose such discretionary 
authority. 

This proposed change in the law 
was originally advanced by the Fed- 
eral Reserve Board, together with a 
statement of “reasons.” It seems to 
have been glossed over during the 
hearings and was embodied in the 
proposed act as approved by the Sen- 
ate. 

Spence Query 


When the House Committee held 
its hearings, however, Chairman 
Brent Spence asked Chairman Martin 
of the Federal Reserve Board, “What 
is the purpose of the provision that 
a state member bank may purchase 
stock in other banks in contemplation 
of merger or absorption? Wouldn’t 
that make mergers a little easier?” 

Governor Robertson replied for the 
chairman, “This is a very insignifi- 
cant portion of the bill, and we really 
don’t urge it one way or the other. It 
comes up because of a situation in 
California, for example, where this 
procedure has been used in the past.” 

Does this mean that California, 
which is rapidly becoming an ex- 
ample of the Canadian system of 
branch banking squeezing out the 
independents, is to be our criterion 
and ideal? If it was not important, 
why recommend it in the first place? 


Gidney’s Statement 


Ray M. Gidney is not known as 
opposed to bank mergers, branching, 
or bigger and bigger banks. But the 
comptroller in his prepared statement 
had to take exception to the recom- 
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And anxious to get settled immediately. 

Well known by financial institutions across the 
country ... have helped many secure new customers 
and new accounts by installing Christmas Clubs. 


Now more folks do business at these institutions 
as they have discovered other services offered. 


Have a big variety of Christmas Clubs to choose 
from. Particularly recommend 

Rand M¢Nally’s. For their 
unique Clubtroller system 
speeds handling, cuts 
costs, eliminates need for 
ledger cards or sheets. 
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For samples and full information, drop a line to: 
RAND McNALLY & COMPANY, CHRISTMAS CLUB DIV. 
405 PARK AVENUE.. N.Y.22. BOX 7600, CHICAGO 80 
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‘Some wives never draw money out of the bank. They ‘ask’ their husbands to do 
it for them.” 





mendation:of the Federal Reserve 
Board. He said: 

“We are opposed to enactment of 
this proposal. 

“Two or more national banks may 
merge or consolidate only upon the 
approval of the holders of two-thirds 
of the stock of each bank. Once a 
bank owned control of another bank, 
the shareholders of the acquiring 
bank would, as a practical matter, 
have very little choice but to vote for 
the proposed merger or consolidation. 


Other Views 


“We do not believe that it is proper 
for the officers or directors of a na- 
tional bank even with the prior ap- 
proval of the comptroller, to use the 
bank’s money to acquire stock in an- 
other bank as a first step to merging 
or consolidating with that bank. We 
have a like belief with respect to simi- 
lar federal legislation affecting state 
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banks that are members of the Fed- 
eral Reserve System.” 

Too bad the comptroller did not 
testify this way before the Senate 
committee! And what about that 
group of bankers that served as an 
advisory committee to the Senate 
committee, of which John J. McCloy 
was the chairman of the sub-commit- 
tee on Federal Reserve matters— 
what are their views on this propo- 
sal? 

Another matter of utmost import- 
ance to independent bankers is the 
provision relating to bank mergers. 
Title III, Federal Deposit Insurance 
Act, Chapter 6, Section 23, MERGERS 
AND CONSOLIDATIONS, from which we 
quote: 


“...In the case of a merger, consolida- 
tion, acquisition of assets, or assumption 
of liabilities, the appropriate agency shall 
also take into consideration whether the 
effect thereof may be to lessen competition 
unduly or to tend unduly to create a mo- 





nopoly, and, in the interests of uniform 
standards, it shall not take action as to 
any such transaction without first seeking 
the views of each of the other two banking 
agencies referred to herein with respect to 
such question; and in such a case the ap- 
propriate agency may also request the 
opinion of the attorney general with re- 
spect to such question.” 


‘Radical Change’ 

This on the face of it seems like 
an attempt to check the monopolistic 
trend so evident recently. But instead 
of using the language of the Clayton 
Act, which has been interpreted by 
the courts many times over the last 
25 years, a very radical change was 
made by those who drafted the bill. 

Instead of following the Clayton 
Act ban on mergers through stock 
acquisition which result in a “swbstan- 
tial lessening of competition or a 
tendency to create a monopoly” the 
act as proposed uses this language: 
“Whether the effect may be to lessen 
competition unduly or tend unduly 
to create a monopoly.” 

Not only is this ambiguous, but the 
purpose is to weaken our monopoly 
law—instead of “tend to create a 
monopoly” you say “tend unduly to 
create a monopoly.” This phraseology 
so ardently insisted on by the comp- 
troller of the currency seems to give 
the Federal agencies “carte blanche” 
to use their discretion as to what is or 
is not a legally permitted merger. We 
strongly urge the substitution of the 
Clayton Act language for this new 
version. 

Your directors took a definite stand 
on this point—and acting in accord- 
ance with their instructions appear- 
ances were made before the House 
Judiciary Committee and also before 
the Senate Committee on Banking in 
support of this position. 


Changes Needed 


Certainly the three federal super- 
visory agencies have shown no in- 
terest in checking mergers. Nor do 
they claim to be experts on anti-trust 
legislation. 

The Department of Justice is 
charged with this responsibility. The 
proposed act says the federal bank 
supervisory agencies may consult the 
Department of Justice in merger mat- 
ters. This should be changed to shall. 
This change, plus elimination of un- 
duly, will make a much stronger mer- 
ger provision. 

The Federal Reserve Board, as the 
agency administering the Holding 
Company Act, is required to make its 
own recommendations of changes in 
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the law by May 9, 1958. But regard- 
less of what the board does, the fu- 
ture of independent banking is at 
stake. Merging, branching and hold- 
ing company expansion are the three 
undermining factors and these must 
all be confined. 

You can be of tremendous help. 
Write your congressman today. Tell 
him you want him to study the pro- 
posed Financial Institutions Act care- 
fully. Urge him to support the three 
all-important changes discussed here. 
Speak to your directors and your fel- 
low bankers and get them to act—be- 
fore it is too late. 


Collections 
Are Tougher, 


ABA Notes 


One of the most disturbing changes 
observed in current conditions under 
which banks are carrying on instal- 
ment credit lending operations is the 
increase in collection problems and a 
rise in automobile repossessions, ac- 
cording to the quarterly report of the 
Advisory Board of the Instalment 
Credit Commission of the American 
Bankers Association covering a per- 
iod ending October 31. Carl A. Bim- 
son, president, Valley National Bank, 
Phoenix, Arizona, is chairman of the 
commission. 

“While there have been relatively 
few changes since our last report, 
several trends appear to be develop- 
ing which are worthy of note,” the 
commission says. “These include: 
Maturities on home improvement 
loans, particularly in a bank’s own 
plan, are edging higher. This develop- 
ment has been persistent and is, no 
doubt, due to the long FHA Title I 
terms. 

“A decided increase in collection 
problems and the definite rise in auto- 
mobile repossessions have been noted. 
Better than 30 per cent of the report- 
ing areas are experiencing an unusual 
increase in repossessions, and over 
40 per cent of the lenders reported 
delinquencies rising. 

“There is every indication that col- 
lections are getting tougher. Losses 
from repossessions are averaging 
around $350 after allowing for dealer 
reserves. Other credit losses are be- 
ginning to become more noticeable.” 
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Wisconsin Independents 
Elect Officers, Directors 


Carl Taylor, president of the Wau- 
kesha State Bank, Waukesha, has been 
elected president of the Wisconsin 
committee of the Independent Bank- 
ers Association. Mr. Taylor, and 
other officers and directors elected 
by ballot of Wisconsin independents, 
will serve for a two-year term. 

William S. Hobbins, president of 
the American Exchange Bank in 
Madison, is first vice president of 
the committee. Eugene Drzycimski, 
president of the Lincoln State Bank, 
Milwaukee, was named second vice 
president and Tom Hill, vice presi- 
dent of the Farmers and Citizens 
Bank, Sauk City, was named secre- 
tary-treasurer. 

Directors were elected for each 
congressional district. 


They are: 
District 1—Lowell McNeill, presi- 
dent, West Racine Bank, Racine. 


District 2—R. O. Klenert, presi- 
dent, First National Bank, Portage. 


District 3—Walter Irgens, execu- 
tive vice president, Lancaster State 
Bank, Lancaster. 


District 4—Ray Tiegs, president, 
Wisconsin State Bank, Milwaukee. 

District 5—William B. Frank, pres- 
ident, City Bank & Trust Company, 
Milwaukee. 


District 6—Boyd F. Jordan, presi- 
dent, New American Bank, Oshkosh. 


District 7—Herbert J. Rose, vice 
president, Shawano National Bank, 
Shawano. 


District 8—T. A. Nickodem, vice 
president, Seymour State Bank, Sey- 
mour. 


District 9—G. C. Schiefelbein, 
cashier, Security National Bank, Dur- 
and. 


District 10—Fred Patchin, execu- 
tive vice president, Bank of Spooner, 
Spooner. 

O. K. Johnson, president of the 
Whitefish Bay State Bank and Wis- 
consin director of The Independent 
Bankers Association, is an ex officio 
member of the committee. Mr. John- 
son also is IBA second vice president. 





BILL GREGORY 
TALK SET 


William L. Gregory, president of 
the Easton-Taylor Trust Company in 
St. Louis, Missouri, will address a 
luncheon of independent bankers in 
Milwaukee, Wisconsin, on January 
20. His address is titled, “Banker’s 
Sputnik.” 

The luncheon will be in Milwau- 
kee’s Schroeder Hotel and is one of 
the events in connection with the 
Midwinter Conference of the Wiscon- 
sin Bankers Association. More than 
300 bankers attended a similar lunch- 
eon of independents held last year. 





Plate Imprinting 
Used to Head Up 
Deposit Slips 


Borrowing a page from the de- 
partment stores’ salesbook, the Bank 
of the Everglades in Fort Lauderdale, 
Florida, has devised an “idento-plate” 
to speed making out deposit slips. 

The bank gave each of its custo- 
mers a plastic key chain case con- 
taining the “idento-plate” with the 
customer’s name and address on it. 

Thereafter, when the customer uses 
a drive-in window, he hands the plate 
to the teller along with the deposit 
slip and the teller imprints the name 
on the slip. Inside the bank, the 
customer imprints his own ticket. 

















you folks plow through that mess! Just 
a second, Ed, Ill get you the snow 
shovel.” 
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Fight Within ABA Emphasizes 
Need for a Militant IBA 


By Havy §. Harding 


President, First National Bank of Pleasanton, California 


Something of an atom bomb was ex- 
ploded in banking circles in Novem- 
ber. It was in the 
form of an opin- 
ion poll directed 
at the commercial 
bankers of the 
country with a 
new twist. The 
poll seeks to 
arouse the Amer- 
ican Bankers As- 
sociation from a 
seeming state of complacency to a 
recognition of some competitive prob- 
lems brought on by the mutual sav- 
ings banks and the savings and loan 
associations. The move was triggered 
by an aggressive Long Island banker, 
Arthur T. Roth, president of the 
Franklin National Bank. Under Mr. 
Roth’s leadership this bank has grown 
from about $5 million to over $450 
million in the past 25 years. 

Mr. Roth for a long time has been 
courageously campaigning before the 
New York State Joint Legislative Com- 
mittee to Revise the Bank Law and be- 
fore banker groups. He has opposed 
the extension of branching privileges 
to mutual savings banks into a wider 
area in his state, as well as tax favori- 
tism, the demands for wider powers 
and other competitive advantages by 
mutual savings banks. 

The proposal by the Savings Banks 
Association of New York State for a 
system of Federally chartered savings 
banks with insurance thru the FDIC 
and the difficulty in getting the Amer- 
ican Bankers Association to take 
quick and aggressive action prompted 
Mr. Roth to address a letter to all 
commercial banks asking for an ex- 
pression of opinion on two questions: 

@ Do you favor having the ABA 
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an association whose object is the 
general welfare of commercial bank- 
ing? 

@ Do you favor an amendment to 
the constitution of the ABA deleting 
“savings banks” from those eligible 
to membership? 


Tally of Replies 


There are over 500 mutual savings 
banks in the nation, largely concen- 
trated in the northeastern states. 

From information made available 
by Mr. Roth, replies received were 
heavily in favor of his proposals. 
With votes in from nearly 3,000 com- 
mercial banks, the sentiment was 98.2 
per cent for ousting mutuals. 

Let us grant there are conflicting 
interests between mutual savings 
banks and commercial banks. Is Mr. 
Roth’s proposed solution, the exclu- 
sion of the mutuals from ABA mem- 
bership “the one answer,” as he con- 
tends? I don’t think so. Such a claim 
means we do not believe there is a 
need for an organization represent- 
ing all banks. 

The American Bankers Association 
is a trade organization and as such, 
I believe, should include all the banks 
of the country—mutual savings banks, 
commercial banks doing only a com- 
mercial business, trust companies do- 
ing only a trust business, commercial 
banks that do either or both a trust 
and a savings business in addition, 
unit banks, branch banks and holding 
company banks. An all-inclusive or- 
ganization, as the ABA now is, can 
perform functions and render serv- 
ices of general importance and of 
the utmost value to the business of 
banking. 

In areas where there is a conflict 
of interests and any acticn taken by 


the ABA adversely affects any seg- 
ment of the membership, difficulties 
and embarrassing situations do arise. 
It is this fact that prompted the writer 
in speaking before the Independent 
Bankers Association convention at 
Washington in 1955 to select as his 
subject “Who speaks for banking?” 
My argument was that the makeup 
of the ABA membership made it im- 
possible for the organization to speak 
at all times for all segments of the 
industry. 

At the time I refer to, the independ- 
ents were most actively seeking to 
have enacted into law the Spence 
Bank Holding Company Bill, which 
prohibited further expansion by such 
companies across state lines and per- 
mitted acquisitions within a state only 
in the same area in which banks could 
have branches. That bill had passed 
the House 371 to 24. 


Chain Bank Pressure 


We felt we should get full support 
of the ABA because its membership 
had on two occasions taken action in 
favor of effective holding company 
regulation—at Boston in 1937 and at 
Chicago in 1948. The 1948 action 


reaffirmed the Boston resolution. 


In spite of these mandates, there was 
terrific pressure from holding com- 
pany-controlled banks to make the 
ABA impotent as far as effective sup- 
port of the Spence Bill was concerned. 
We had to recognize internal stresses 
of this kind to tend to tie the hands 
of the ABA. 

Over a period of years much criti- 
cism has been heard of the ABA be- 
cause of its policies in dealing with 
the mutual problem. The Bankers 
Committee for Tax Equality came in- 
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to being to do what many bankers 
feel the ABA should be doing. 

Many of the thousands of banks 
that have supported the Tax Equality 
Committee have resented the ABA’s 
criticism of the committee’s program 
and they feel committee efforts in a 
large measure have been offset by the 
ABA attitude of, “Hush, hush, you 
might jeopardize some very, very 
secret negotiations to obtain some 
sort of bad debt reserve concessions.” 

Some bankers do not hesitate to 
say that the influence of the mutuals 
and the savings and loan associations 
is far beyond the mutuals’ dues pay- 
ing and voting strength. Perhaps a 
closer look at the financial statements 
of these institutions might be in- 
teresting. 

Would certain large commercial 
banks with little or no savings busi- 
ness but carrying large deposits from 
mutuals and savings and loans be 
free to support taxing the mutuals 
on a fair, competitive basis? Or would 
they be under pressure from such de- 
pos'tors to try and persuade the ABA 
to go slow? 

Then there is the matter of dual 
directorships—and bank officers who 
are also trustees of mutuals—can they 
be entirely unbiased? 

No, eliminating the membership of 
the mutual banks would not leave a 
clear path for free action. Then, there 
is the little matter of the reserves 
piled up by the ABA for a rainy day 
—would you distribute a portion of 
these to the expelled mutuals? 


‘Immunity to Mandate’ 


Mr. Roth may feel that his poll 
will present a mandate to the ABA. 
But the independents during their 
campaign on behalf of the Spence bill 
conducted half-a-dozen polls. All of 
these showed about 93-97 per cent 
of the replies approved the various 
provisions of that bill. These polls 
had no noticeable effect on the ABA. 


Perhaps the ABA should not be 
expected to take a position on a mat- 
ter where there is a conflict of inter- 
ests and where any stand would ad- 
versely affect one segment of its mem- 
bership. 

Then the alternative, of course, is 
for any group convinced of the sound- 
ness of its position to band together 
for the common good, just as the 
mutuals have their own associations, 
state and national, the big banks have 
their Association of Reserve City 
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bankers and the independents have 
their Independent Bankers Associa- 
tion. 

We, as independent bankers, then 
ask this question: If the ABA cannot 
effectively speak on a matter where 
the membership is divided, who can 
speak for the independent banks? Do 
we need a spokesman? Most assured- 
ly! 

We are beset on all sides with even 
greater problems, plus those created 
by the mutuals and the savings and 
loan associations. There are those who 
seek to destroy us, through branch 
expansion, through merging and by 
expansion of bank holding company 
groups. 

Only a strong united front on 
the part of all independents seek- 
ing to restrain these undermin- 
ing efforts can preserve inde- 
pendent banking. The ABA with 
or without mutual membership 
will not do it. 

One thing is certain. Mr. Roth’s 
poll will have emphasized the need 
of action—when action is necessary. 
You hear the opinion expressed that 


there is bound to be a reappraisal by 
the ABA officers and the staff of its 
own relationship with the members. 

The ABA has continually urged all 
bankers to watch our own public re- 
lations. It has conducted surveys to 
find out what the public thinks about 
banks. 

Perhaps this action of Mr. Roth’s 
will prompt the ABA to have a survey 
made among the bankers, particular- 
ly those who do not attend the ABA 
conventions regularly, to ascertain 
what they think of the ABA policies. 
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“After all the money the bank spent 
for that electric brain, you’d think 
Parker would trust it a bit more.” 





ACCENT ON ACCURACY 
hus principal objective this year will 


be to improve our accuracy quotient. 
Printed account numbers on checks 
are going to create more errors unless 
we are able to institute better inspec- 
tion controls. There are those who 
blissfully believe that setting a line of 
type for a number such as 1-437-824, 
and proofreading it, is as easy as 
setting and proofreading a line fora 
name such as James C. Morrison. 
We know better. One reads names 
but recites numbers. 


Wrong numbers are worthless, and 
machine manufacturers recognized 
this else they would not have pro- 
vided verification devices for semi- 
mechanized machines and checking 
digit reading devices for fully mech- 
anized units. It isn’t that banks are 
going to post to ee accounts if 
printed numbers on checks are in- 
correct, because the machines are 
designed to prevent this, but it will 
be a real annoyance until a replace- 
ment supply of checks reaches the 
customer. 



















One of the reasons why we cenges 
our billing system last year was be- 
cause it enabled us to provide a debit 
slip which banks could use when 
passing on the cost of the checks to 
their customers. This debit slip shows 
exactly what was imprinted on the 
checks, and we urgeall banks to put it 
through their machines immediately 
in order to make certain that the 
account number is correct before the 
customer has a chance to issue any 
checks. By doing this pegre 
much of the irritation will be taken 
out of check handling. 
We are frank to say that some of our 
ood friends think we are just “‘beat- 
ing the drums” when we point out 
the likelihood of more errors due to 
account numbering. We don’t feel 
that we are overstating the danger in 
any degree. Last year 99.77% of the 
jobs we handled were right, but that 
.23 of 1% translated into a whale of 
a lot of errors because we handled a 
whale of a lot of orders. This year 
we expect to handle more orders and 
make fewer mistakes. 











Manufacturing Plants at: CLIFTON, PAOLI, CLEVELAND, 


INDIANAPOLIS, CHICAGO, KANSAS CITY, ST. PAUL, DALLAS 
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IBA Committee Urges Action 
On Bill to Equalize Tax Load 


A special committee of the Independ- 
ent Bankers Association has urged 
IBA members to back the Curtis Bill 
in Congress. The bill would lessen the 
tax advantage mutual savings banks 
and savings and loan associations 
now hold over commercial banks. 
Members of the Committee on Sav- 
ings and Loans directing IBA sup- 
port of the bill 
are Ben H. Ryan, 
R. E. Gormley 
and O. D. Han- 
sen. Mr. Ryan is 
president of the 
State Bank of 
East Moline, II- 
linois, IBA direc- 
tor in that state 
B. H. RYAN and a past presi- 
dent of the association. Mr. Gormley 
is vice president of the Georgia Sav- 








0. D. HANSEN 


R. E. GORMLEY 


ings Bank & Trust Company in Atlan- 
ta, IBA director for Georgia and sec- 
ond vice president of the association. 
Mr. Hansen is president of The Bank 
of Union County, Elk Point, South 
Dakota and IBA director for that 
state. 

Representative Thomas B. Curtis, 
Republican of Missouri, sponsored 
the bill, HR 8737. It would reduce 
from 12 per cent to 5 per cent of with- 
drawable accounts the amount of tax 
free reserves for losses that savings 
and loans and mutual savings banks 
could accumulate. Also, the bill would 
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limit the deduction for dividends paid 
on share accounts to 3 per cent. 


See Big Revenue Gain 

It has been estimated that the Cur- 
tis Bill would increase federal revenue 
by $165 million a year. 

In a statement sent to association 
members, the IBA Committee on Sav- 
ings and Loans declared: 

“Your committee has studied HR 
8737, known as the Curtis Bill, which 
bill was introduced in the House dur- 
ing the last session of Congress, and 
we believe that the membership of 
the Independent Bankers Association 
should give this bill its utmost sup- 
port. 

“With the birth of Sputnik I and 
II, Congress is in the mood to in- 
crease the debt limit, which will ne- 
cessitate more money—which means 
more taxes. You bankers who have 
mutual savings banks as competitors 
know they, the mutuals, are now of- 
fering “check” services and are push- 
ing for federal charters. 

“All of you are aware of the activi- 
ty of the savings and loan associa- 
tions in the field of greater privileges 
awarded them by the Federal Home 
Loan Board. If you are content with 
having your business slowly but sure- 
ly siphoned away from you by un- 
fair competition, then there isn’t much 
we can say or do. 


A ‘Good Bill’ 

“The Curtis Bill, HR 8737, was 
sponsored by the Bankers Committee 
For Tax Equality, but your committee 
feels it is a good bill and will do the 
job. So as long as the job is done, 
we are not particular who sponsors 
the bill just as long as it is a good 
and fair bill. 

“Your committee believes this is 
not too much to ask of any person 
who is interested in fair taxation and 
also to keep someone from reaching 


into your pocket and taking your 
money to pay his taxes. 

“Mr. Banker, wherever you are in 
these United States, the time has 
come for you to act, and when we 
say act, we mean that you should act 
sincerely and with great haste. It’s 
a big job but it can be done if we 
will all go to work.” 


Curtis Statement 
When he introduced the bill, Rep- 


resentative Curtis made this state- 
ment: 

“Mr. Speaker, today I have intro- 
duced a bill to equalize a taxpaying 
situation in our economy and at the 
same time provide revenue to the 
federal treasury. This bill would im- 
pose a tax upon savings and loan 
associations and mutual savings 
banks. It is motivated by no lack of 
appreciation for the economic serv- 
ice being performed by these institu- 
tions. Quite the contrary. As a mem- 
ber of the board of directors for 17 
years of the oldest savings and loan 
institution in Missouri, I am deeply 
concerned about their economic wel- 
fare and want them to continue per- 
forming the service they do perform 
for our society. 


Should Remove Subsidies 


“IT am satisfied that placing them 
on a basis of nearer equality as op- 
posed to preference, with other sav- 
ings institutions, will actually redound 
to their economic health. Wherever 
possible we should remove subsidies 
in our economy whether they are in 
the nature of direct subsidies or indi- 
rect subsidies through tax benefits or 
other devices. 

“Savings and loan associations and 
mutual savings banks were specifical- 
ly exempted from the payment of fed- 
eral income taxes until 1951. In that 
year the Congress revoked their tax- 
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exempt status and put them on a tax- 
paying basis. 

“While this amendment was in the 
Senate, however, a provision was add- 
ed which permits a savings and loan 
association or mutual savings bank 
to retain, as a deductible reserve for 
bad debts, any and all earnings as 
long as the reserves of the association 
do not exceed 12 per cent of all with- 
drawable accounts. They were also 
permitted to deduct the dividends 
paid to the share account owners. 


Loophole in Law 


“As a result of these provisions 
which were enacted into law, practi- 
cally all savings and loan associations 
and most mutual savings banks are 
able to retain all their earned income 
without paying any federal income 
tax thereon. 

“It was obviously the intent of the 
Congress, in removing the tax-ex- 
empt status of these organizations, to 
put them on a taxpaying basis. That 
intent was not fulfilled as a result of 
the tax formula which was adopted. 
The ineffectiveness of this formula 
is quite evident by comparing their 
reserves when the tax law was passed 
with those of a recent date. 


Capital Picture 
“At the end of 195] the capital 


structure of the members of the Home 
Loan Bank System—representing 95 
per cent of the assets of all associa- 
tions—was 8.2 per cent of their out- 
standing shares, which then totaled 
$15,025,505,000. Earnings in 1951 
were $540,260,000. On December 31, 
1955, with earnings of $1,190,865,- 
000, and outstanding shares of $30,- 
813,000,000—an increase of $15,800 
million—their capital structure was 
approximately 7.5 per cent of out- 
standing shares. Thus, it is evident 
that after years of tremendous pros- 
perity, they are getting no closer to 
being required to pay any federal 
income tax. 

“Section 593 (2) of the Internal 
Revenue Code should be amended so 
that it will no longer permit practical- 
ly all savings and loan associations 
and most mutual savings banks to 
escape the payment of all income 
taxes. 

“Since most state laws relating to 
state chartered building and loan as- 
sociations provide for a reserve equal 
to from 3 to 5 per cent of withdraw- 
able accounts, it is clear that a re- 
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serve of that amount would be ade- 
quate. At the present time the reserve 
of most commercial banks is less than 
1 per cent. 


Reasonable Limit 


“In order then to put savings and 
loan associations and mutual savings 
banks on a taxpaying basis, the sug- 
gested bill provides that the amount 
of tax-free reserve funds that can be 
accumulated be limited to 5 per cent 
instead of 12 per cent of withdraw- 
able accounts. 

“Banks are not permitted any de- 
duction from taxable income for 
amounts distributed as dividends to 
the owners of their shares. Since the 
dividends to the owners of the share 
accounts of savings and loan associa- 
tions are superficially similar to the 
interest payments that banks make 
on deposits, it is suggested that sav- 
ings and loan associations be permit- 
ted to pay up to 3 per cent dividends 
to the owners of share accounts and 
treat the amount distributed as a 
deduction from taxable income. 

“The proposed bill carries out this 
intent by permitting the deduction of 
dividends paid to share account hold- 


ers, but providing that no amounts 
in excess of 3 per cent of the with- 
drawable accounts shall be deduct- 
ible under this section. 

“This bill does not provide tax 
equality but it more nearly approaches 
equity than the present system. It 
would put mutual savings banks and 
savings and loan associations on a 
taxpaying basis and would limit their 
deduction for dividends to 3 per cent 
of the withdrawable accounts.” 





Republic National 
Increases Capital 


Formal approval by the comptrol- 
ler of the currency has made effective 
an increase in total capitalization of 
the Republic National Bank of Dal- 
las, Texas. Including contingency re- 
serves, the increase raises capitaliza- 
tion to more than $102 million, it 
was announced jointly by Karl Ho- 
blitzelle, chairman of the board; Fred 
F. Florence, chairman, executive com- 
mittee, and James W. Aston, presi- 
dent. Capital and surplus had been 
$87 million. 





> 


All coverages in the 


INCLUDING 








% Standard Form 
4G EMBEZZLEMENT 


plus the additional coverages provided in the St. Paul 
BANKERS BLANKET BOND. Why not be fully protected? 


CALL YOUR 
ST. PAUL AGENT 


TODAY 





HOME OFFICE 


111 West Fifth St. 
St. Paul, Minnesota 


a 


Page 13 








45 Banks in 23 States Are 
Newest Members of IBA 


Names of 45 banks in 23 states 
which are the newest members of the 
Independent Bankers Association have 
been announced by Ben DuBois, sec- 
retary. The new members are: 


ALABAMA 
Oxford, The First State Bank of 
Oxford 


ARKANSAS 
Little Rock, Bank of Arkansas 


COLORADO 
Boulder, Commonwealth Industrial 


Bank 


CONNECTICUT 
Suffield, The First National Bank 


FLORIDA 
Lake Butler, Farmers and Dealers 


Bank 


ILLINOIS 
Galena, The First National Bank 
of Galena 
Germantown, Germantown Savings 
Bank 
Herrin, Herrin Security Bank 
Union, State Bank of Union 


INDIANA 
Arlington, Arlington State Bank 
Hamlet, The Hamlet State Bank 


IOWA 
Brooklyn, Poweshiek County Sav- 
ings Bank 
Latimer, Latimer State Bank 


KANSAS 
Centralia, The First National Bank 
of Centralia 
Mission, The Mission State Bank 


MAINE 
Newport, Newport Trust Company 


MASSACHUSETTS 
North Attleboro, Manufacturers 
National Bank 


MICHIGAN 
Escanaba, The First National Bank 
of Escanaba 
Manistique, The State Savings Bank 
Munising, The First National Bank 
of Alger County 


MINNESOTA 
Buhl, The First National Bank 
Keewatin, The First National Bank 
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MISSOURI 
Clinton, First National Bank of 
Clinton 
Piedmont, Bank of Piedmont 


NEBRASKA 
Cairo, The State Bank of Cairo 
Homer, American State Bank 
Murdock, Corn Growers State Bank 
NEW YORK 
Ellenville, Ellenville National Bank 
Norwood, State Bank of Norwood 
Woodridge, The First National 
Bank of Woodridge 
OHIO 
Peebles, The Farmers Bank & Sav- 
ings Company 
Wharton, The Wharton Bank 


OKLAHOMA 
Lawton, The American National 


Bank 
Wewoka, The First National Bank 


PENNSYLVANIA 
Honesdale, Farmers and Merchants 
Bank 
SOUTH CAROLINA 
Varnville, The Hampton County 
Bank 
TEXAS 
Andrews, Commercial State Bank 
Denton, First State Bank of Den- 
ton 
Odem, First State Bank 
Paris, The Liberty National Bank 
in Paris 
Raymondville, Raymondville State 
Bank 
Quanah, The Security National 
Bank of Quanah 
VIRGINIA 
Nokesville, The Bank of Nokes- 
ville, Inc. 
WISCONSIN 
Necedah, The Necedah Bank 
Plymouth, Dairy State Bank 





QB. 
JARANTY 


NATIONAL BANK A 
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“I understand he’s carrying a $100,000 quiz question.” 


THE INDEPENDENT BANKER 




















CAN'T PASS THE BUCK 





Bank Directors Must Face 


Fact of Their Liability 


By Malcolm (. Engstrom 


President, First American State Bank, Wausau, Wisconsin 


Some years ago, the president of a 
respected Eastern bank hailed a bank 
customer, a successful manufacturer, 
in the lobby. 

“How about joining us as a di- 
rector?” the banker asked. 

The businessman, who had come 
to this country as a small boy and 
worked hard through the years to 
build his own business, was flattered. 
But he declined. “I don’t know any- 
thing about the banking business,” 
he explained. 

“Don’t need to,” the banker said 
amiably. “But your name would do 
the bank a lot of good.” 

“But there are directors meetings,” 
the manufacturer protested, “and I 
don’t have much time .. .” 

“You won’t even have to come,” 
the banker cut in with a smile. 

“Well, if you think it will help the 
bank,” succumbed the businessman, 
and the next day he was elected. 


Shocking Surprise 


He never did go to a board meet- 
ing, not even to the last one which 
voted to turn the bank over to a re- 
ceiver when excessive, illegal and bad 
loans caused it to lose all its capital 
funds. And no one was more surprised 
when he read in his morning news- 
paper that he was being sued for 
liability. 

“Why, I never even went to a meet- 
ing,” he protested, and hired a lawyer 
to defend him. In court, he found 
himself alone. The other directors had 
taken pauper’s oaths and technically 
were eliminated. The judge turned a 
deaf ear to the manufacturer’s ob- 
jections and cited his legal responsi- 
bilities. “We'd better try for a settle- 
ment,” the man’s attorney advised. 

They did settle—at a cost that 
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almost destroyed the fortune the 
elderly manufacturer had worked his 
entire lifetime to accumulate. 

Unusual? The circumstances, per- 
haps, but not the lesson: Directors 
are not only responsible for what a 
bank does; the courts have made 
them pay, too. 

From a look at some of the Federal 
Deposit Insurance Corporation suits 
and the files of Lester A. Pratt, na- 


About the Author... 


A native of Chicago, Maleolm 
C. Engstrom was associated with 
banks in Chicago, Richmond, 
Virginia and 
New York City 
before becom- 
ing president 
and a director 
of the First 
American State 
Bank in Wau- 
sau, Wiscon- 
sin. He is form- 
er president of 
the Consumer Bankers Associa- 
tion and a member of the Board 
of Trustees, School of Consumer 
Banking. 

Before assuming his present 
post, he was executive vice presi- 
dent and a director of the In- 
dustrial Bank of Commerce in 
New York City. He spent 14 years 
as vice president and comptroller 
of the Bank of Virginia in Rich- 
mond. One of his positions in 
Chicago was with the Continental 
Illinois National Bank and Trust 
Company. He recently became 
president of the Bank-Share 
Owners Advisory League. 
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tionally known Washington CPA who 
has spent his life teaching banks how 
to protect themselves and picking up 
the pieces for receivers and super- 
visory agencies, it’s evident the bank 
in this story is no isolated example. 


Some Examples 


Back in the 1930s, the District 
Court of the United States award- 
ed a judgment of $6,041,262 against 
the directors and several officers of 
a national bank in Kentucky for mak- 
ing loans that violated the federal 
statutes. Only about half of that was 
collected, because there was nothing 
more to be gleaned from the princi- 
pals whose personal fortunes were ex- 
hausted. 

In the early 1940s, after almost 
9,000 pages of testimony, the head of 
a nationally-known chain store was 
ordered to pay $1 million to deposi- 
tors of a bank in Florida. The court 
found him guilty of negligence. 

Although the man had poured up 
to $2,334,500 into a failing, insolvent 
bank trying to save it, “he neglected, 
in large part, to attend to his duties 
as chairman of the board,” the judge 
said, “failed to inform himself con- 
cerning important details relating to 
the organization and management of 


the bank, and, by and large, failed 
(Editor's Note: Names of all banks 


in which losses occurred are not spe- 
cified in this article in order to avoid 
further embarrassment of persons in- 
volved. Any reader who wishes to get 
the names and citations can secure 
them from the Bank-Share Owners 
Advisory League, 33 South Clark 
Street, Chicago 3, Illinois. 

This article first appeared in the 
May 1957 BANKERS MONTHLY.) 
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SANTA AND DOWNTOWN merchants i 





n Detroit, Michigan, got an assist during 


the Christmas shopping season just completed from this Candy Cane Bus char- 
tered by the Bank of the Commonwealth. The bus made four round trips to down- 
town from outlying areas each weekday along a route widely advertised by the 
bank. More than 4,000 children and their parents used the bus during the shop- 
ping season. Each child received a candy cane as a gift from the bank. The Candy 
Cane hostesses in the photo supervised the children. From left, the hostesses are 


Mary Vartabedian, Jewell McIntyre and Kay Jordan. 


to assume the responsibilities that are 
incumbent upon a man if he is prop- 
erly to fill such a position . . .” 

The National Bank Act and state 
statutes spell out the responsibilities, 
liabilities and duties of the director. 
They make it clear that a bank direc- 
torship is almost like a public office. 
The mayor may hand over the keys to 
the city; but he wasn’t elected to hand 
over the city. 


What's ‘Knowing Violation?’ 


Certainly, no director, after looking 
over the statutory requirements, 
would knowingly violate them. But 
that’s the catch. As the comptroller 
of the currency points out, “the courts 
construe the word ‘knowingly’ very 
broadly.” 

The directors of a bank in western 
Pennsylvania tried that defense some 
years back. They were sued by the 
Federal Deposit Insurance Corpora- 
tion for negligence in a $440,000 em- 
bezzlement loss, and for paying out 
dividends when there were no profits 
and no surplus. 

The court pointed out that, a dec- 
ade before, the bank was hit with a 
$22,000 embezzlement which should 
have alerted the directors. Later, the 
teller-bookkeeper was found short. 
Four employees investigated and dis- 
covered a loss of $80,000, “but only 
for the purpose of satisfying the in- 
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surance company” which had a $25,- 
000 bond on the employee, the judge 
pointed out. 


Independent Audit Needed 


Actually, the court said, the full 
extent of his loss was $360,000 over 
the $80,000. Not only that, but two 
members of the team that probed the 
loss were embezzlers, while another 
teller-bookkeeper in the savings de- 
partment had been milking accounts 
for 10 years. 

That kind of “perfunctory exami- 
nation,” the court ruled, supported 
“a finding that the directors ‘know- 
ingly’ violated the statute.” And it 
added: “Ordinary prudence... 
should have persuaded the directors 
of the need of an independent audit 
of the bank’s affairs by a competent 
outside accountant.” The court ord- 
ered the directors to pay the FDIC 
$120,000. 

At the same time, directors may 
not use bank examiners or examina- 
tions as an excuse. Even where they 
seemingly approve of a situation, or 
don’t criticize it, the courts have still 
held the directors liable. 

A bank in Virginia is a case in 
point. The bank had an outstanding 
loan to a realty company. So did two 
individuals who pushed the realty 
firm to bankruptcy’s door to collect. 
Faced with losing more than half its 





loan, the bank decided to advance 
more money—making it more than 
10 per cent of its capital and surplus 
and hence illegal—and buy off the 
judgments of the two creditors. 

The advance was carried on the 
bank’s books as a loan. Neither na- 
tional nor FDIC examiners, it was 
said, called it illegal. Real estate 
values plunged to rock bottom and 
the bank lost heavily. The FDIC sued 
directors to collect on the loss of the 
excessive loan. The court sympa- 
thized, cited the “evident good faith 
of the directors” but ruled that the 
bank’s funds were still misused and 
awarded the FDIC the decision. 


Because of the importance of a 
bank to the whole community, elec- 
tion to the board of directors is both 
an honor and a trust. If money and 
credit are to be termed the lifeblood 
of a community, then the bank is its 
heart. 

Can’t ‘Pass the Buck’ 


“Directors .... are under a duty,” 
says the comptroller again in citing 
the National Bank Act, “to use ordi- 
nary care and prudence in the ad- 
ministration of the affairs of the 
bank and if through their failure to 
do so a loss to the bank results, they 
may be held liable for such loss in 
a civil action for damages,” . . . liable, 
personally and jointly, whether a 
statutory violation or common law 
violation or lack of ordinary care 
and prudence. And the courts have 
ruled that they cannot discharge their 
duties by handing them over to off- 
cers without supervision. 

Not only may directors be liable 
for not giving “personal attention” 
to supervisors’ reports, or for being 
absent from directors meetings, if a 
loss occurs, but even “for losses re- 
sulting from failure to require proper 
bond covering officers and employees 
of the bank.” 

As further proof that the law is not 
a dead letter, five years ago the 
FDIC sued the directors of an Ala- 
bama bank, closed by embezzlement, 
for $966,313. It charged that the 
bank had lost $900,000 “as a direct 
result of the negligence and mishan- 
dling of affairs of the bank by its 
directors.” 

Another $41,313, it added, had 
been paid out in dividends, directors’ 
fees and bonuses when no surplus or 
profits existed. The court awarded the 
FDIC $50,000 from each of the five 
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directors. A judgment for $597,788 
was pending against the bank’s form- 
er president, who is now serving 
sentence in the Atlanta penitentiary. 


$1 Million Embezzlement 


A couple of years ago, the FDIC 
sued two directors of the Parnassus 
National Bank at New Kensington, 
Pennsylvania, for $854,500. The bank 
had been closed by an embezzlement 
of over $1 million. A year before 
that, the FDIC sued the directors of 
an Arkansas bank for $130,000, 
which was the amount embezzled by 
its elderly, respected cashier and his 
assistant, a woman with “the best 
reputation in town.” 

From the court decisions, it is 
apparent that apart from observing 
the statutory requirements of the fed- 
eral and state statutes, there is only 
one program that will completely 
safeguard the director in carrying 
out his high obligations: 

@ An adequate system of audit 
and control over the transactions. 

@ Periodic examination by an out- 
side auditing firm or accountant, pref- 
erably not less than once every two 
years. “Bank examinations,” the 
comptroller as well as state supervis- 
ors, has warned, “are not audits.” 
The outside auditor, for instance, will 
directly varify deposits and loans. 
The examiner does not. It’s not his 
job. 

@ Adequate insurance protection 
which will protect the bank even 
against catastrophic embezzlements, 
“when,” as Frank Krippel, chief na- 
tional bank examiner for the Second 
Federal Reserve District said recent- 
ly, “the audit fails.” 


Many Lack Protection 


But there are still far too many 
banks that lack the protection that 
only a thoroughgoing system of au- 
dits and controls, reinforced by an 
adequate insurance program, can 
provide. 

This is due in part to the fact that 
it is only in recent years that two 
most important advances in the field 
of bank fidelity coverage have made 
adequate protection against catastro- 
phic losses actually available. 

One advance was placing blanket 
bonds on a discovery basis; the other 
was fidelity coverage in an amount 
sufficient to cover loss exceeding 
blanket bond protection. As a result 
of these advances banks may now 
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“Why darling, I didn’t expect to see you here 
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supplement the coverage customarily 
carried in the past with $1 million of 
excess fidelity insurance which is so 
written as to extend to all losses dis- 
covered while the insurance is in 
force, regardless of the date on which 
the embezzlement occurred. 

Such coverage is needed for two 
reasons: Inflation has hit the em- 
bezzler as well as everyone else. In 
1956 alone, there were 12 embezzle- 
ments of over $250,000 each. Their 
grand total amounted to over $7 
million. And in the course of the year, 
three communities lost the services 
of banks which were forced to close 
because of embezzlement. 


No Foolproof System 


The other reason is simply that no 
human system is foolproof. In the 
Home National Bank in Ellenville, 
New York, for instance, where a 
shortage of over $1,300,000 forced 
the closing of the bank in December, 
1956, the examiners pointed out that 
even an outside audit might not have 
turned up anything since the accused 
president hid the ledger cards in a 
broom closet and operated a “bank 
within a bank.” The records weren’t 
there to be audited or verified. 

As Justice John C. Knox wrote in 
his decision on the Florida case: 
“Faith, hope and charity—standing 
alone—are too intangible for reason- 
ably prudent men to place firm and 
honest trust upon them. If they do so, 
and disaster comes, they should be 
held to have contemplated the natural 
and probable results of their acts.” 


If the several stories related in this 
article pinpoint the failure of direc- 
tors to carry out their responsibilities, 
it should be remembered that the 
other side of the coin is the public’s 
acknowledgement of the great esteem, 
prestige and opportunity that are the 
privileges of a bank director in per- 
forming a service to the community 
—a service that carries the responsi- 
bilities of a public trust. 

Only those individuals who are 
willing and able to assume those re- 
sponsibilities should accept the honor 
conferred when asked to act in this 
capacity of service to the community. 





Letters to the Editor 


(Continued from page 2) 


make collections for insurance companies 
and we are happy to learn direct from the 
source that some other bankers feel as we 
do. 

We are aware that, from reports from 
the ABA, that some 90 per cent of the 
bankers disapprove this practice. We often 
wonder, however, how many follow their 
better judgment and actually refuse to 
make these collections. 

We feel that this subject should be 
brought to the attention of every banker, 
and if possible, through some medium, to 
the public. 

Along with Mr. Evans, we do not permit 
overdrafts. In fact, during the entire 23 
years this bank has been under the present 
management, we have never permitted an 
overdraft on our books. 

One of the writer’s favorite comments is 
the definition of the three types of bankers. 
One permits his bank to be run by his 
competitors. One lets his customers run 
the bank and one runs his own bank. 

0. B. ROBERTS 


President 
Oil City Bank 
Oil City, Louisiana 
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WITH 








THE EDITOR 


WE DON’T belong to a Moonwatch 
Club and likely never will, but we 
did fare forth one early evening last 
fall to take a look at Sputnik I as it 
passed over central Iowa. While we 
were visiting in Eldora, our sister- 
in-law, state editor of a newspaper in 
Marshalltown, announced at dinner 
one night that the wire services had 
reported Sputnik would be visible 
about 7:08 p.m. So that is what sent 
a group of us on a sky-scanning mission to a hillside west 
of Eldora on a crisp, clear fall evening. 

Frankly, we questioned whether we’d be able to see 
the satellite without binoculars, but our trip was rewarded 
by the sight of Sputnik and its third stage rocket on their 
erratic way across the heavens. 

Of course, on the ride back home, the conversation 
turned to the tremendous impact this new attainment of 
man would have on our lives. Personally, we felt some of 
the same uneasiness we recall having experienced in 1945 
when the first atomic bomb devastated Hiroshima. 


ee 


EVER SINCE THAT EVENING we saw Sputnik I, we’ve 
been hearing and reading about earth satellites. The 
volume of written and spoken comment has increased 
sharply since Sputnik II was launched. One of the first 
reactions among our citizens and public officials was, 
“Let’s spend a lot more money on missiles and catch up 
with Russia quickly.” But how much should we spend 
and where should the money come from? 

As bankers, we believe you will be especially in- 
terested in some of the comments reaching us 
about the economic impact of the satellites, so we 
pass some along to you. 


*  * 


THE DECEMBER NEWSLETTER of the First National City 
Bank of New York fears the pressure for more spending 
on missiles will further undermine the value of the dol- 
lar, which seems a likely prospect. Said the newsletter: 
“The last fair chance to restabilize the dollar at this junc- 
ture may have been lost with the impulse, given by Sput- 
nik, to discard the constructive policy of tax cuts within 
a balanced budget and to set out for new peak levels of 
federal expenditure. Credit policy can be retightened, but 
it can hardly overcome the inflationary power of a federal 
budget out of control.” Other comments from the same 
source: 
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By HOWARD BELL 


‘““We are an impulsive people and we pay a high 
price for that characteristic.” 

“The need is important to keep a sense of bal- 
ance and perspective.” 

“In the atmosphere of excitement it will take 
some courage to say no to anything that bears the 
tag ‘national defense.’ ” 


* x 


GUARANTY TRUST COMPANY of New York City, in its 
December issue of THE GUARANTY SURVEY, business and 
economic review, had this to say: “If the Sputniks fright- 
en or tempt the free world into undermining its economic 
strength anew by relaxing the struggle against currency 
debasement, they will indeed have won a major victory 
for Soviet imperialism.” The bank declared that “lasting 
military strength cannot be built on a shaky economic 
foundation, and it is idle for the free world to talk about 
defending its way of life unless it can pursue a way of 
life that is worth defending.” 

Advocated was diversion of money for missiles from 
unspecified social programs. 


* ok * 


ANOTHER SOMBER THOUGHT 
The best place for your bathroom scales is right in 
front of the refrigerator. 


* KK x 


WE VE OFTEN THOUGHT that the management of a bank 
is somewhat akin to the father of a debutante in that 
both must often wish it were possible to have a “coming 
out party” without such a formidable tab. But the “com- 
ing out party” for the deb and the “grand opening” for 
the new bank both are firmly rooted in our social and 
business structure. 

When the Pierre National Bank in Pierre, South Da- 
kota, dedicated its handsome new building late in No- 
vember, the editor was among some 200 in attendance at 
a special showing for bankers. From 4 to 8 p.m. there 
was a free flowing and fine eating hospitality session in 
the bank’s community room. This was followed by din- 
ner at a nearby restaurant, attended by some 125 guests. 

Walter H. Burke, bank president, gave a brief “wel- 
come and farewell” after the dinner, which was over 
about 9:30 p.m. Mr. Burke noted that the night was yet 
young and guessed that many would be in the mood for 
more festivities. If so, he said, conveniently available were 
the facilities of the local country club, “where you can 
spend some of your money.” It brought down the house. 
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WHO’S FASTIDIOUS? 

Two cockroaches lunched in a dirty sewer and excited- 
ly discussed the spotless, glistening new restaurant in the 
next block. 

“I heard,” said one, “that the refrigerators shine like 
polished silver. The floor sparkles like diamonds. It’s so 
clean!” 

“Please,” said the second cockroach, “Not while I’m 
eating.” 


* Kk * 

HOW MUCH WEIGHT should a banker give to the char- 
acter of a loan applicant? Always a provocative question, 
that one, and it was interesting to us to read the new 
slant on this by Kenneth R. Wells, vice president of the 
American National Bank and Trust Company, Chicago. 
In the bank’s December Instalment Credit Letter, Mr. 
Wells declares that there must be a reassessment of credit 
factors in a declining economy such as we have today. 
He asserted, “Character, or the desire to pay, in itself 
has never repaid a debt. Capacity, or the ability to pay, 
is of equal importance.” He added, “A record of prompt 
payment of obligations, satisfactory length of residence 
and term of employment may be no indication of an ap- 
plicant’s ability to pay in the future.” Factors affecting 
ability to repay some months hence should receive extra 
careful scrutiny, Mr. Wells advises. 


* kK * 
GOOD YAWNING! 
It’s not too difficult to leap out of bed as soon as the 
first ray of sun touches your window—that is, if your 
window faces west 


* Ke * 

N. B. MATTHEWS, president of the Basin State Bank in 
Stanford, Montana, and IBA director in that state, writes 
to enthuse about the talk given by Eric Johnston, presi- 
dent of the Motion Picture Association, at the banquet 
session of the 11th annual conference for correspondents 
held by the First National Bank of Chicago. Mr. Johnston 
said that unrestrained economic concentration in the 
United States could lead us to “socialized capitalism” 
and loss of political and personal freedom. Probably the 
enthusiastic reaction of Mr. Matthews to the talk is 
prompted by the fact that the Independent Bankers Asso- 
ciation ever since its organization has been fighting 
against economic concentration. 


* ok * 


INSIDE TIP 
If you can’t get away for a vacation, you can get the 
same feeling by staying at home and tipping every third 
person you see. 


* ok * 


ARE YOU A MEMBER of the Do-It-Yourself clan? We 
keep trying, even though we are learning the hard way 
that we’re more awkward than anyone we know. Slowly, 
we find our inclination is to become a member of the 
Let-George-Do-It Club. 

Recently, while nursing a sore thumb (our unerring 
aim with a hammer) we listened with a maximum of re- 
ceptiveness to a friend, fortyish, who asserted, “I don’t 
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even shovel snow any more, ever since the doctor told 
me I'd be inviting a heart attack by over-exertion.” If 
that doesn’t deter you next time you’re tempted to try 
physical activity beyond your skill or endurance, recall 
the sad and recent story of the prominent New York 
banker who died after a fall from a ladder at his home. 


* of * 
AT THE CLUB 


If you belong to a country club, here are some statistics 
which should interest you: the average member pays $793 
a year to his country club. The typical member spends 
$288 for dues, $244 for food, $141 for drinks, $120 for 
all items directly related to golf. Our offhand guess is that 
we spent less than one-seventh of the average last year. 


* kK * 
YOU JUST CAN’T TRUST... 


The sneakiest thing about women drivers is the way 
they turn out to be men. 


*  * 

MUCH HAS BEEN WRITTEN about the problem country 
banks have of getting and training successor manage- 
ment. Here’s some advice on the subject from W. Harold 
Brenton, president of the National Bank of Des Moines, 
Iowa. In an address to the 6th annual ABA Agricultural 
Credit Conference in Chicago he declared: 

First of all, if you are to succeed, I am a great believer 
in a plan. You don’t start anything without a good sound 
plan—a plan that you can stick to as a guide. 

Here is a general plan for developing more bank of- 
ficers: 

1. Hunt and select the type of man you want. 

2. Pay the price, or you can’t attract the kind of man 
you want and keep him with you. 

3. Train, train, train—until he learns how to train 
himself and to train others to follow. 

It is my conviction that an officer trainee for an 
agricultural bank should have a good grounding in agri- 
culture. We shouldn’t start with an engineer or a lawyer, 
but we should start with a man who has some under- 
standing of a rural community’s problems. 

“Where do we look for a potential bank officer with an 
agricultural background? 

“It is very logical to secure men who have come from 
our agricultural colleges. Rural boys with a scientific 
agricultural education can make just as good bankers as 
they can farmers. If they have been good students and 
like to deal with people, they are likely to show rapid 
progress in a country bank. I know this to be a fact, as 
I have brought into our own organization many rural 
boys who have had technical agricultural training. 


a 


INSTALLMENT CREDIT NOTES, put out by the American 
National Bank and Trust Company of Chicago, cited 
the growth of credit unions recently. Assets which totaled 
$2.7 billion at the end of 1955 had risen to $3.3 billion 
by the end of 1956. We enjoyed this comment: “Para- 
doxically, many of these relatively tax-free associations 
are sponsored by industrial corporations where the plant 
owners are strong advocates of the taxpaying free enter- 
prise system.” 
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Dayton, Ohio—John M. Wilson, 
vice president in charge of sales for 
the National Cash 
Register Com- 
pany, who began 
as a $12 a week 
officeman and ad- 
vanced to become 
one of the na- 
tion’s highest 
paid sales execu- 
tives, retired De- 
cember 31 on 
completion of 46 years with NCR. He 
had been vice president in charge of 
sales for the past 15 years. 

Under Mr. Wilson’s direction, the 
National Cash Register field organiza- 
tion has quadrupled in size. He has 
been called “the top salesman in 
the world’s top selling organization.” 
During his career, Mr. Wilson has 
sponsored the fundamental maxim 
that “Selling is Serving” and has 
urged that companies place emphasis 
on the professional side of selling. 
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Dallas, Texas—Cecil L. Murphy, 
vice president of the Republic Nation- 
al Bank of Dallas, died here after a 
heart attack. He had been associated 
with Republic National since April, 
1925. 


Los Angeles, California—H. A. 
Renfro, executive vice president of 
the Bank of Encino and Stanley M. 
Stalford, chairman of the board of 
the Fidelity Bank, Los Angeles, have 
been appointed to the executive com- 
mittee of Independent Community 
Banks, it was announced by M. P. 
Illitch, committee chairman and 
chairman of the board, Southwest 
Bank, Inglewood. Independent Com- 
munity Banks, form a cooperative 
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group of 23 independents, organized 
to emphasize the importance of the 
locally-owned bank. 


Carroll, Iowa—Joe H. Gronstal, 
vice president of the Carroll County 
State Bank, has been appointed state 
superintendent of banking by Gov- 
ernor Herschel C. Loveless. Mr. Gron- 
stal succeeds Lee C. Chandler, who 
died last October following a heart 
attack. He is immediate past presi- 
dent of the Iowa Bankers Associa- 
tion, having been elevated to that 
post from vice president after the 
death last June of President H. C. 
Houghton Jr. 

* 


Minneapolis, Minnesota — Re- 
election of two directors of the Fed- 
eral Reserve Bank of Minneapolis has 
been announced by Leslie N. Perrin, 
chairman of the board. They are 
Harold C. Refling, cashier of the 
First National Bank of Bottineau, 
North Dakota, and Ray C. Lange, 
president of the Chippewa Canning 
Company, Chippewa Falls, Wiscon- 
sin. 

& 


Chicago, Illinois—Current de- 
velopments affecting the nation’s econ- 
omy and long range trends which may 
determine bank credit policies in 
months ahead will be studied at the 
10th National Credit Conference of 
The American Bankers Association in 
the Conrad Hilton Hotel, January 16 


and 17. 
a 


St. Paul, Minnesota—Appoint- 
ment of Robert L. Utne as regional 
sales vice president for the Western 
Life Insurance Company with offices 
in St. Paul was announced by R. 
B. Richardson, Western Life presi- 
dent, and A. B. Jackson, president of 








St. Paul Fire and Marine Insurance 
Company. Earlier this year, St. Paul 
Fire and Marine acquired over 99 
per cent of Western Life’s stock. 
Western, with headquarters in Helena, 
Montana, is operated as a separate 
company with its own officers and 
personnel. 
* 


Philadelphia, Pennsylvania— 
L. M. Schwartz, president of the 
Citizens State Bank, Paola, Kansas, 
will be the keynote speaker at the 
Pennsylvania Bankers Association 
Bank Operations Clinic at the Uni- 
versity of Pennsylvania, January 21- 
22, 

e 


St. Louis, Missouri—Harry 
Scott Lovett has joined the West 
Coast sales staff 
of Bank Building 
and Equipment 
Corporation, it 
was announced 
by Earl T. Klein, 
sales director and 
- vice president. 
y Mr. Lovett will 

dl work out of the 
MR. LOVETT firm’s regional 
sales headquarters in San Francisco. 
He is a graduate of the University 
of California in Architectural Engi- 
neering and has had many years of 
practical experience as an architect, 
contractor and interior work con- 
sultant. . 





Tulsa, Oklahoma—J. S. Free- 
man, president of the Skelly Oil Com- 
pany, has been named a director of 
the First National Bank and Trust 
Company. The announcement was 
made by R. Otis McClintock, chair- 


man of the board. 
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PIERRE, SOUTH DAKOTA: Bankers 
came from hundreds of miles to in- 
spect the new home of The Pierre 
National Bank. The chime clock, fea- 
tured in the bank’s advertising, is a 
distinguishing feature of the build- 
ing’s exterior. The lobby scene shows 
only a few of the flowers which were 
spotted throughout the bank during 
separate open house ceremonies for 
bankers and the public. Top person- 
nel of the bank are shown in the other 
photo, examining the latest statement 
of condition held by President Walter 
H. Burke. The statement showed as- 
sets of $7,598,650 as of last October 
1l. Standing, from left, are Royal 
Van Camp, cashier; Charles H. Burke, 
vice president, and Curtis B. Mateer, 
executive vice president. The portrait 
on the wall is of the late J. R. Me- 
Knight, who served as president of 
the bank from 1920 to 1947. 


Lafayette, Indiana—Directors 
of the Guaranty Bank & Trust Com- 
pany have ap- 
pointed D. S. 
Young to the 
board. Mr. Young 
replaces Wood- 
row L. Prejean, 
who died Novem- 
ber 23. Mr. 
Young, widely 
known in the 
community as a 
real estate and insurance man, oper- 
ates his own insurance agency. His 
real estate activities in this area in- 
clude development of numerous resi- 
dential sections totaling about 500 
acres which are the sites of 1,500 
homes. 





MR. YOUNG 


Pierre, South Dakota—More 
than 1,500 residents of this area 
and 150 bankers from South Dakota 
and neighboring states attended the 
grand opening celebration which 
marked completion of the Pierre Na- 
tional Bank’s new building. 

The $170,000 structure is 250 feet 
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south of the old building, which had 
been occupied by the bank since 1890. 
The new structure of concrete block, 
face brick, aluminum and glass in- 
cludes such features as a community 
room, acoustic plaster ceiling and 
Philippine mahogany paneling. 
Walter H. Burke is president of 
the bank, having served in that ca- 
pacity since 1947, He is the third 
president the bank has had since it 
was founded in 1889. The first was 


the late P. F. McClure, who served 
from 1889 to 1920. The second presi- 
dent was the late J. R. McKnight, 
who held the office from 1920 to 
1947. 
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RUSHVILLE, NEBRASKA: Glass and aluminum paneling, accentuated by red- 
wood overhang and a Roman brick base, (above) give an open airy look to the 
new home of Stockmen’s National Bank. Drive-in-accommodations are at the rear 
of the building. The photo below shows part of the attractive interior. Designed 
and furnished by Bank Building & Equipment Corporation of America, the new 
bank features a blend of contemporary and functional styling. 








New York City—Lester Gibson, 
deputy manager of the American 
Bankers Association and longtime di- 
rector of the association’s publicity 
and related public relations activities, 
rejoined the staff of the AMERICAN 
BANKER, daily banking newspaper, as 
general news editor on January 1, it 
was announced by C. B. Axford, 
editor. Mr. Gibson, who has been 
a member of the policy-making group 
at the ABA and has been in charge 
of its News Bureau for the past 20 
years, both at New York headquarters 
and in Washington, left the associa- 
tion December 31 under its retire- 
ment program. Mr. Gibson was as- 
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sociate editor of the AMERICAN BANK- 
ER for 10 years before joining ABA 
November 1, 1937. 


Omaha, Nebraska—Announce- 
ment of the sale of controlling interest 
of two banks in Nebraska and Mis- 
souri has been made by J. Mason 
Henry, president of the Charles E. 
Walters Company, which negotiated 
the sales. 

John R. Lauritzen of Omaha pur- 
chased controlling interest in the 
Farmers and Merchants State Bank, 
Bloomfield, Nebraska, from F. A. 
Evans. 

Mr. Lauritzen has been elected 
president of the bank, succeeding 
Mr. Evans, who now is executive 
vice president of the Woodbury 
County Savings Bank in Sioux City, 
Iowa. Mr. Lauritzen is senior vice 
president and a director of the First 
National Bank in Omaha. He is the 


owner and president of a number ol 
other banks in Nebraska and Iowa. 

In the other transaction, Denver 
Wilson and associates purchased con- 
trolling interest in the Liberal State 
Bank, Liberal, Missouri, from E. L. 
Angell, Edwin M. Lipscomb and 
others. 

Mr. Wilson has been elected presi- 
dent of the Liberal State Bank and 
has assumed its management. He 
went to Liberal from the Exchange 
National Bank of Atchison, Kansas. 
He also has been associated with the 
First National Bank of Memphis, 
Tennessee. 

@ 


Cedar Rapids, lowa—LeF ebure 
Corporation, manufacturers of bank 
and office equipment, has named Don 
Lundberg as general sales manager. 
Mr. Lundberg comes to LeFebure 
from the Old Town Corporation, 
where he was general sales manager. 


Middletown, Ohio—Dwight J. 
(Jack) Townsend, who has been on 
the staff of the American Bankers 
Association since 1948, most recently 
as associate director of the News 
Bureau, has joined the Oglesby-Bar- 
nitz Bank & Trust Company as as- 
sistant vice president. His appoint- 
ment was effective January 1. Russell 
S. Weatherwax, bank president, said 
Mr. Townsend’s duties will be in the 
field of advertising and public rela- 
tions. 

* 


Dallas, Texas—John B. Dunlap, 
vice president of the First National 
Bank, has been named 1958 Chair- 
man of the Citizens Traffic Commis- 
sion. 

& 


Denver, Colorado—Directors of 
the Colorado National Bank have an- 
nounced the appointment of Harold 
Kountze as president and Merriam 
B. Berger as executive vice president. 

Mr. Kountze, who has been chair- 
man of the bank’s board of directors, 
now will serve in the dual capacity as 
president and board chairman. He 
succeeds as president George B. Berg- 
er Jr., who died December 2. Mr. 
Kountze previously had served as 
president of the bank from 1933 to 
1955. 

Merriam Berger has been vice pres- 
ident since 1938. 
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Wahoo, Nebraska—Emil E. 
Placek, chairman of the board of the 
First National Bank, celebrated his 
80th birthday December 14 at a party 
attended by hundreds of his custom- 
ers and bankers from Nebraska and 
other states. Mr. Placek is Nebraska 
director of the Independent Bankers 
Association and has been active in the 
IBA since shortly after it was organ- 


ized. 
e 


San Diego, California—Promo- 
tion of two executives of the San 
Diego Trust and Savings Bank and 
retirement of two other bank officials 
has been announced by J. W. Sefton 
Jr., president. 

Oliver B. James Jr., has been elec- 
ted vice president and trust officer 
and William H. Taggart has been 
elected assistant vice president in 
charge of business development. Mr. 
James was formerly an associate in 
law with John Foster Dulles’ New 
York law firm of Sullivan & Crom- 
well, where he specialized in trust 
administration and estate planning. 
Mr. Taggart, who will handle all pub- 
lic relations, publicity and advertis- 
ing for the bank, was formerly sales 
manager for an outdoor advertising 
company. 

E. D. Clapp, vice president and 
senior trust officer, and M. G. Rich- 
ardson, assistant trust officer, were 
honored upon their retirement at a 
farewell party. Each had been with 
the bank 30 years. 


Hammond, Indiana—Election 
of Robert A. Fischer as executive di- 
rector of the Consumer Bankers As- 
sociation, Washington, D. C., and di- 
rector of the School of Consumer 
Banking became effective January 1, 
it was announced by the association’s 
president, Keith G. Cone and Ralph 
W. Pitman, chairman of the board of 
trustees of the school. 

Mr. Fischer was formerly assistant 
vice president of the Hoosier State 
Bank of Hammond, having been as- 
sociated with the bank since 1946. 


® 
Nyack, New York—Frederick 


Palmer, executive vice president of 
the Tappan Zee National Bank of 
Nyack, has announced the election of 
a new vice president, a new cashier 
and two new assistant cashiers. 


William F. Mondadori, formerly 
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HOVEN, SOUTH DAKOTA: The Bank of Hoven has completed a remodeling 
project. Shown here is part of a new addition which houses the lobby, loan de- 
partment, directors’ room, storage space and garage. The addition measures 18 
by 90 feet. New features include: acoustic tile ceilings, new radiation, air con- 
ditioning, new lighting, burglar alarm protection, an envelope depository, new 
statement counter, vault ventilators and 168 more safe deposit boxes. 


cashier, was designated vice presi- 
dent; Peter J. Gavin was promoted 
from assistant cashier to cashier; and 
George Lippi and Frederick E. Sear- 
ing became officers with the title of 
assistant cashiers. According to Mr. 
Palmer, these changes in the official 
staff of the bank were made by the 
directors as a result of the bank’s 
growing volume of business and the 
accompanying increase in administra- 
tive responsibilities. 

Mr. Mondadori came to the bank 
in October, 1955, as assistant cashier. 
He was promoted to cashier in Janu- 
ary, 1957. He began his banking ca- 
reer in North Bergen, New Jersey, 
with the First National Bank, and 
served seven years as an assistant na- 
tional bank examiner in the Second 
Federal Reserve District. 

Mr. Gavin joined the staff of the 
bank in February, 1956, after having 
worked 10 years for the Chase Man- 
hattan Bank and the Federal Reserve 
Bank of New York. 

Mr. Lippi came to the bank after 
having been associated with the 
Leonia Bank and Trust Company in 
Leonia, New Jersey, and the Brook- 
lyn Trust Company. 

Mr. Searing began his career 27 
years ago with the Bank of Manhat- 
tan Company in New York. 


Buffalo, New York—Buffalo’s 
first woman bank officer has retired 
after 37 years service at the Buffalo 
Industrial Bank and its predecessor, 


the Morris Plan Bank. She is Miss 
Josephine F. Schmidt, the bank’s as- 
sistant secretary since 1940. For sev- 
eral years, she was secretary to Clar- 
ence H. Littell, former bank presi- 
dent. In late years, she was in charge 
of the women’s section of the bank’s 
Personal Loan Division. 


Chicago, Ilinois—Promotion of 
Raymond W. Foote from assistant 
vice president to vice president of 
Chicago National Bank has been an- 
nounced by Lester Armour, chairman 
of the board. Mr. Foote has been 
with the bank since 1936 and a mem- 
ber of the Consumer Credit Depart- 
ment since that time. 


Aurora, Missouri—R. L. Brown, 
executive vice president of The Aurora 
Bank, is convalescing from a heart 
attack at his home following a three 
week hospital stay. Mr. Brown has 
been with the bank since its organiza- 
tion August 4, 1934, coming from the 
Bank of Carthage, Missouri. 


Harrisburg, Pennsylvania— 
The 64th annual convention of the 
Pennsylvania Bankers Association 
will be held at Chalfonte-Haddon Hall 
in Atlantic City, New Jersey, next 
May 25-28, it was announced by 
Charles R. -Alexander, executive vice 
president of the Harrisburg National 
Bank and Convention Committee 
chairman. 


Page 23 








NEWLY-ELECTED officers of the Independent Bankers Association of Southern 
California discuss the 1958 program. From left: Vice President A. W. Ehrnman, 
executive vice president of the First National Bank of Ontario; President J. R. 
Pattillo, vice president and trust officer of the Beverly Hills National Bank & 
Trust Company, and Secretary-Treasurer Robert W. McGovney, president of the 
Compton National Bank. 


Grand Rapids, Michigan—Pro- 
motion of three staff members of Old 
Kent Bank and Michigan Trust Com- 
pany has been announced by Carl 
H. Morgenstern, president. 

John W. Whitaker, assistant vice 
president and former manager of the 
Leonard-Alpine office, has been made 
manager of the Old National office 
in the Pantlind Hotel. 

Replacing Mr. Whitaker as mana- 
ger of the Leonard-Alpine office is 
Rodney B. Mulder, assistant cashier 
and former manager of the Creston 
office. 

Franklin E. Dieleman, who has 
been assistant manager of the Cherry- 
Diamond office, has been made mana- 
ger at Creston. 

® 


San Francisco, California— 
Elliott McAllister, chairman of the 
board of the Bank of California, has 
announced these appointments: Ber- 
rien P. Anderson Jr. and Wilbur J. 
Williams, assistant vice presidents; 
Glenn K. Mowry, comptroller; John 
M. Vandall, Ian B. Coffan and Theo- 
dore C. Tegler, assistant cashiers. 
Gordon R. Yeadon, who has been an 
assistant trust officer at the Seattle 
office, was transferred to the San 


Francisco head office. 
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1957 Building 
Ahead of 1956 


Total 1957 construction outlays 
were 2 per cent ahead of 1956, but 
private spending dropped about 1 
per cent behind 1956 in the first 10 
months, ARCHITECTURAL FORUM re- 
ports. 

The gain in over-all public con- 
struction spending has been pared 
back from 10 per cent at the end 
of nine months to 8 per cent by the 
end of October. 

According to the magazine, the 
biggest declines in spending during 
1957 were in private residential build- 
ing, off 11 per cent, and in stores, 
restaurants and garages, off 13 per 
cent from 1956. 

On the public side, only military 
building showed a decline, down 9 
per cent. Although smaller groups 
have registered bigger percentage 
gains, the biggest factors in net in- 
crease in spending—aside from in- 
flation—have been nonresidential 
public building, up 11 per cent, pub- 
lic utilities, up 12 per cent, and high- 
ways, up 6 per cent. 





Independents 


In Southern 
Cal Elect 


J. R. Pattillo, vice president of the 
Beverly Hills National Bank & Trust 
Company, was elected president of 
the Independent Bankers Association 
of Southern California at the organ- 
ization’s December dinner meeting 
held at the Biltmore Hotel, Los An- 
geles. Mr. Pattillo has been associated 
with the Beverly Hills National since 
1929, having served in all the bank’s 
departments. He was elected a di- 
rector in 1953 and is in charge of 
this institution’s Trust Department. 


Other officers chosen at the meeting 
were—Vice President: A. W. Ehrn- 
man, executive vice president, First 
National Bank of Ontario, and Secre- 
tary-Treasurer: Robert W. McGov- 
ney, president, The Compton National 
Bank, who was re-elected to this post. 


New directors elected or re-elected 
at the meeting were: the association’s 
retiring president A. A. Milligan, 
president, Bank of A. Levy Inc., Ox- 
nard; George C. Parker, president, 
Buttonwillow National Bank, Button- 
willow; Robert Yeary, president, Pa- 
cific State Bank, Hawthorne; Walter 
J. Tobin, executive vice president, 
Garfield Commercial and Savings 
Bank, East Los Angeles; Aubrey Aus- 
tin Jr., president, Santa Monica Com- 
mercial & Savings Bank; Carl Hum- 
mell, vice president, Sun Valley Na- 
tional Bank of Los Angeles; H. A. 
Renfro, executive vice president, Bank 
of Encino, and Hal W. Cross, execu- 
tive vice president, Union Bank & 
Trust Co. of Los Angeles. 


Talk on Interest Rates 


The meeting featured an address 
by Professor Benjamin Graham, inter- 
nationally known economist and se- 
curity analyst, who is currently serv- 
ing as Regents Professor in the School 
of Business Administration, Universi- 
ty of California at Los Angeles. Speak- 
ing on the subject, “The Significance 
of Higher Interest Rates,” Professor 
Graham told his audience that al- 
though interest rates have advanced 
spectacularly in the past three years, 
they are not abnormally high as 
judged by pre-Depression standards. 
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Burkett Hits 


Trend Toward 
Bank Mergers 


Concern over the trend toward mo- 
nopoly in banking through mergers 
in California was expressed by Wil- 
liam A. Burkett, state superintendent 
of banking, in a recent talk in Los 
Angeles. He addressed executives of 
23 independent banks which have 
banded together to form an organiza- 
tion known as Independent Commu- 
nity Banks. 

Mr. Burkett also expressed con- 
cern about the trend toward federal 
control of the entire banking system, 
both state and national. 

State outnumber national banks by 
more than two to one in the nation, 
Mr. Burkett pointed out. The number 
of state banks as of last June was 
9,423; the total of nationally chart- 
ered banks was 4,654. Assets of state 
banks exceed those of national banks 
by nearly $20 billion. 

Mr. Burkett declared, “The present 
situation is critical. Action to sup- 
port and preserve state banks and the 
dual banking system is urgent.” 

He added, “Now is the time for not 
more ‘knife and fork’ bankers’ groups, 
but the time for a nationally organ- 
ized group of bankers and bank sup- 
ervisors working together, in positive 
and constructive thinking, and action, 
to preserve the American way of 
banking.” 





Prefab Home Sales 
Hold Up Well 


Prefabricated home building fared 
better than conventional on-site home 
building in 1957. 

So reports HOUSE & HOME, busi- 
ness magazine of the home building 
industry. 

Citing its own survey of 100 prefab 
manufacturers, the magazine esti- 
mates 1957 prefab production will 
reach 62,700 units. This is a drop 
of only 10 per cent from 1956, com- 
pared with a 16 per cent drop in the 
over-all total for single family home 
construction. 
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DYNAMIC ACTION by independent banks is needed to counteract the merger 
trend in the field, William A Burkett, California superintendent of banks, told 
a meeting of representatives of 23 Independent Community Banks at a luncheon 
meeting in Los Angeles. Shown here, from left, are Aubrey E. Austin Jr., presi- 
dent of the Santa Monica Bank; Mr. Burkett; M. Vilas Hubbard, president of the 
Citizens Commercial Trust and Savings Bank of Pasadena, and M. P. Illitch, 
chairman of the Independent Community Banks’ executive committee and chair- 
man of the board, Southwest Bank, Inglewood. 


Study Shows 
Increases in 
Plant Capacity 


An indication of the growth of 
America’s productive resources in re- 
cent years as the result of record in- 
vestment in new plant and equipment 
by major industries is provided by 
data compiled by the National In- 
dustrial Conference Board from in- 
formation collected by the Federal 
Reserve System. 

These figures show that aluminum 
has had by far the biggest growth in 
annual capacity of the selected in- 
dustries studied, with an-increase of 
108 per cent in the 1952-57 period. 








“You can tell from their expressions 
they’ve got the bank’s welfare at 
heart.” 


75 Sign Up 
For Seminar 


At Harvard 


Seventy-five bankers from 28 states 
have signed up for The Independent 
Bankers Association seminar to be 
held at Harvard University next sum- 
mer, it was announced by Ben Du- 
Bois, IBA secretary. 

The 10 day discussion type seminar 
is scheduled for next August 17-29. 
Most of those in attendance will be 
top policy making officers of com- 
mercial banks. A variety of subjects 
of special interest to top management 
of banks will be taken up. 

The Institute for Financial Manage- 
ment will supervise the seminar. The 
Institute is a non-profit educational 
organization headed by Professor 
Charles M. Williams, who conducts 
the courses in Management of Finan- 
cial Institutions at Harvard. 

Since the number of participants 
will be limited to about 75, any fur- 
ther applications will be accepted on 
a standby basis only, Mr. DuBois 
said. Should any of the original reg- 
istrants drop out before the seminar 
starts, the vacancy will be filled from 
the waiting list. 
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Bank Must Serve Customers on Their 
Terms to Meet Competition and Grow 


I glanced up from a paper | was 
reading—and there stood my old 
friend! He had come unannounced 
and I could tell that something had 
stirred him up. He had a magazine 
in hand. I recognized it as the No- 
vember issue of BANK NEWS. He 
opened it at Page 19 and laid it be- 
fore me. 

“What do you think of that?” he 
asked rather belligerently. 

I would not have had to look, but 
I took the magazine and saw that he 
was worked up over an article, titled, 
‘Should the Commercial Banking 
System Solicit Savings?” It dealt with 
an idea by Dr. Leland Pritchard, an 
economist of the University of Kan- 
sas, in which the economist takes the 
position that savings should be of 
no interest to the commercial bank 
and should be abandoned to other 
segments of the financial world, etc. 


‘Complete Disagreement’ 


I was in complete disagreement 
with Dr. Pritchard’s idea, but I wasn’t 
going to let the Old Man know how 
I felt until I had drawn him out a 
little. “Don’t you agree with that 
idea?” I asked him. 

“No, I don’t agree, and you know I 
don’t,” he retorted. 

“Well, you don’t have savings in 
your bank, unless you have started a 
savings department in the last year 
or two.” I knew he hadn’t. “I just 
thought you weren’t interested in 
savings.” 

“But I am. I encourage savings. | 
have spent a lot of time on the “E” 
Bond program and | issue Certificates 
of Deposit, if a customer has a sizable 
sum he wants to put on interest.” 

“Do you call that a savings pro- 
gram?” I asked. 

“Well, in a way, it is a savings pro- 
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gram and I think we have been doing 
pretty well.” 

“Then, what are you aching about? 
There must be something else on 
your mind.” 


Savings Bank Threat 


“Well, I see that some Congress- 
man is interested in chartering sav- 
ings banks on a national basis and 
has introduced a bill to do so. I don’t 
take kindly to that. I want to keep 
our present dual system and I don’t 
want any system of nationally chart- 
ered savings banks. This economist 
feller just adds fuel to the flames.” 

My reply was a gentle reminder. 
“T heard you make a talk over at 
Centerville about four years ago, and 
you were quite certain that you were 
never going to have any savings de- 
partment to handle small savings, 
were not interested in travelers checks, 
wouldn’t handle money transfers by 
wire. You made quite a talk over 
there. You said your bank was a 
place to deposit money and borrow 
money and you weren’t going to do 
much else.” 


Demand Was There 


“Yes, I remember all that, but I 
have since put in travelers checks 
and made arrangement to handle wire 
transfers through the telegraph com- 
pany and also have added some safe 
deposit boxes.” 

“Why did you do that?” 

“Well, the people kind of demand- 
ed it. When Eli Simpson died and 


Mrs. Simpson decided to visit around 
a bit, she asked about travelers checks 
and when I told her we didn’t have 
’em, she said, ‘Get ’em’ and I got ’em. 
Mrs. Simpson has an awfully good 
account, you know, owns a block of 
stock in our bank; in fact, is the 
wealthiest woman in our county.” 

“Go on,” I said, “you interest me. 
What else happened to change your 
mind?” 

“Well, Charlie Gibson got down in 
Florida and had a big deal pending. 
You know Charlie, don’t you? Well, 
he needed $5,000 immediately. It was 
Friday and we had already closed. | 
told him I couldn’t send it until Mon- 
day because our correspondent banks 
would be closed on Saturday and 
Sunday and that probably the banks 
in Florida would be closed, too. 

“He told me to use the telegraph 
company, said he was phoning from 
the telegraph office and he had been 
told they could deliver him the money 
any time. I told him I didn’t have any 
arrangement with the telegraph com- 
pany. 

120-Mile Drive 


“Charlie blew up and said some 
things I’m not going to repeat. You 
know Charlie, I guess. Nearly every- 
body does. I got in my car and drove 
60 miles to wire him the money and 
it worked out all right, but Charlie 
hasn’t quit talking about it yet.” 

“What does he say?” 

“Well, he said something about I 
had better get on the ball. Some 
things like that.” 

“Then,” I said, “in reality, Mrs. 
Simpson and Charlie Gibson forced 
you into doing some things you really 
didn’t want to do, didn’t they?” 

“In a way, they did. It wasn’t that 
I didn’t want to, but I just never 
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wanted to be worried with these 
things. That Mrs. Simpson can do it. 
When she said, ‘Get ’em,’ I knew I 
had better get em. Her tongue is 
sharp.” 

“You didn’t want to argue with her 
or lose her account, did you?” 

“Of course NoT. I don’t want to lose 
any account.” 

“Do you think you have any other 
customers who might be entitled to 
these little troublesome services or do 
you expect to keep the bank open 
always on the Simpson estate money ?” 

“Of course, I have. I’ve got lots 
of good customers. They are all im- 
portant to me.” 

“Do you suppose you have any 
who would like a savings account, 
with pass book ’neverything, just like 
one gets in a ‘regular’ bank?” 

“What do you mean, ‘regular’ 
bank?” 

“I simply mean a bank which wants 
to serve its customers sometimes on 
their terms and not altogether on 
the bank’s. A bank that is interested 
in the local school children who will 
one day be running the town. 

“Some of these school children, 
right now, could gain a mighty good 
impression of your bank if they had 
a savings account and a pass book to 
look at and maybe dream about. 
They won't always be school child- 
ren. Some day they will be business- 
men. They could well begin to get 
acquainted with your bank while they 
are young. 

“The “E” Bond program is all 
right, if one wants it. But some people 
don’t want E bonds. Some people 
can save $2 a week but they can’t 
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STRIKINGLY FUNCTIONAL in appearance is this modern 
bank building, the new branch office of the First-City Bank 
& Trust Company in Hopkinsville, Kentucky. There is a 
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lobby with four tellers’ windows, a vault with safety deposit 
boxes, a manager’s office and 
the building are parking spaces for 40 automobiles. 


conference room. Around 





save $18.75. They want a savings 
account, a pass book, a feeling that 
they are bank depositors. 

“I don’t think any bank can afford 
to ignore the savings of even the smal- 
lest saver. The good will engendered 
will finally offset any trouble and ex- 
pense involved. 

“There are lots of people in your 
town who own no stock in your bank 
but who would be proud of the fact 
that their bank in their town offered 
nearly every service that can be had 
in any other bank anywhere.” 

“T guess I’m going to be forced into 
savings accounts, too,” he said. 


‘Start Service Willingly’ 


“T wouldn’t look at it quite that 
way. If you can go into it willingly, 
you will get along much better. Every 
little bank, such as yours and mine, 
can’t render every service larger 
banks render, but we can render most 
of them. 

“The people may not be saying a 
word to you about it, but they are 
thinking about it. When you open up 
a savings department there won’t be 
any great big rush of savings deposi- 
tors. But there will be a steady in- 
crease in both the number of accounts 
and in totals. 

“The little saver will begin to think 
that you are interested in him and in- 
side of three years you wouldn’t think 
of closing your savings department. It 
beats newspaper advertising all to 
pieces with us.” 

“T guess you’re right. Maybe I had 
better start accepting savings deposits 
before somebody jumps on me like 


Charlie Gibson did.” 


I could see that his conversation 
with Gibson still rankled him. “You 
haven’t told me what Charlie said that 
kinder stuck in your craw. What was 
it.” 

“Well, it was a long distance call 
and I couldn’t hear too well, but it 
sounded like he said something about 
me being ‘an old fogy.’ I didn’t like 
that very much. I’ve done a lot for 
Charlie.” 

“Anyway, he impressed you. You 
drove 120 miles to do what he asked, 
didn’t you?” 

“Yes,” he admitted. 

“Then, I would advise you to start 
accepting savings deposits and quit 
talking so much about the savings 
and loan associations. I know that is 
one of your pet peeves. One reason 
they got off to such a good start, any- 
way, was the fact that most country 


' banks were reluctant to furnish their 


customers any kind of savings service. 

“You can’t bring the savings and 
loan money back into your savings 
accounts, but you can improve your 
position and help your bank. —Let’s 
go eat something.” 

He was willing, and I was ready. 
We talked more as we ate. About the 
time we finished he said to me: “I 
guess any good stationery house could 
fix me up with a complete savings 
outfit—pass books, ledger cards, and 
all of that.” 

“Yes,” I said. “It’s not a new thing. 
They all have ’em.” 

He didn’t notice the inflection I put 
on the word “new” and I was glad. 
I could see that he was thinking, and 
although he was about 20 years late, 
it is sometimes better late than never. 
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Arguments of FRB 
Minority Make Sense 


The Baystate Corporation of Boston, a bank holding 
company, has been granted permission by the Federal Re- 
serve Board to acquire up to 60 per cent of the voting 
shares of the Union Trust Company of Springfield, Mas- 
sachusetts. The board was split, 4 to 3, on whether to 
grant Baystate’s request. 

Under the Bank Holding Company Act of 1956, the 
board had to take into consideration these factors: 

(1) the financial history and condition of the company 
or companies and the banks concerned; (2) their pro- 
spects; (3) the character of their management; (4) the 
convenience, needs, and welfare of the communities and 
the area concerned; and (5) whether or not the effect of 
such acquisition or merger or consolidation would be to 
expand the size or extent of the bank holding company 
system involved beyond limits consistent with adequate 
and sound banking, the public interest, and the preser- 
vation of competition in the field of banking.” 

There are four commercial banks in Springfield: 
Springfield National, Springfield Safe Deposit and Trust, 
Third National and Union Trust. Baystate informed the 
board it wanted to buy controlling interest in Union 
Trust to clear the way for merger of Union Trust and 
Springfield National, already owned by Baystate. 

The merger will result in an institution with about 
$1101% million in assets. Third National’s assets are $98.7 
million, while Springfield Safe Deposit and Trust’s assets 
total $38 million. (All figures taken from latest bank di- 
rectories. ) 

A board statement reflecting the reasoning of the ma- 
jority (Chairman Martin, Vice Chairman Balderston; 
Governors Vardaman and Mills) declared: “. . . the re- 
sulting institution (from the merger) will be in a posi- 
tion, in the circumstances of this case, to furnish some- 
what expanded services to the community, particularly in 
making loans of the size needed by the larger firms in 
the locality; that, despite this merger, the resulting insti- 
tution will not be dominant in the area but will be of 
approximately the same size as what is now the largest 
bank in the area and . . . after the proposed transaction, 
residents of the area would continue to have adequate 
freedom of choice among banking facilities.” 

In their dissenting statement, Governors Szymczak, 
Robertson and Shepardson had this to say: 

“In our judgment, the application of Baystate Corpora- 
tion to acquire shares of Union Trust Company of Spring- 
field should be denied. 

“A principal objective of the Bank Holding Company 
Act was to prevent expansion of bank holding company 
systems where such expansion would be inimical to ‘the 
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preservation of competition in the field of banking.’ In 
this case, Baystate already controls one of the four larger 
banks in Springfield; it proposses to purchase a majority 
of the stock of another and to merge the two into an in- 
stitution that will be the largest in the city and in West- 
ern Massachusetts. 

“Approval of the acquisition will enable this holding 
company (1) to terminate the existence of a successful 
independent bank that now competes with its own bank, 
and (2) to increase the size and extent of its holding com- 
pany system to a very substantial degree. One of the two 
major purposes of the Bank Holding Company Act is to 
combat this tendency of holding companies to grow con- 
stantly larger and more powerful by buying up control 
of competing banks. 

“In this case the applicant claims that the proposed 
acquisition and merger will permit better service to 
Springfield and stronger local competition between two 
dominant banks in the field of large business loans, and 
a determination to this effect has been made by the Mas- 
sachusetts Board of Bank Incorporation. But a claim of 
this nature can be made with some plausibility whenever 
a holding company proposes to buy and absorb a com- 
peting bank. If Congress had intended that all acquisi- 
tions for merger purposes—short of monopoly—should 
be permitted, it would not have directed this board to go 
through the motions of deciding such cases on the basis 
of the factors enumerated in section 3(c) of the Act. 

“In our view, where the number of competing banks 
will be substantially reduced and the existence of one of 
the holding company bank’s chief competitors will be 
terminated by its absorption into the holding company 
system, the proposed transaction should be approved only 
if there is convincing evidence of prospective benefits that 
definitely outweigh this patently adverse effect upon com- 
petition in the field of banking. The record before the 
board does not add up to a convincing case on that 
point.” 

To us, the minority group’s arguments and conclusions 
are more logical. We congratulate Governors Szymczak, 
Robertson and Shepardson for voting their convictions 
which, we believe, are consistent with the intent of Con- 
gress in passing the Holding Company Act of 1956. 


Speedy Look at Debt 


Spending by all governments—federal, state and local 
—in the U.S. is hitting a rate of more than $214,000 a 
minute and the trend is up, according to Tax Foundation, 
Inc. 

The 1940 rate was $2 million an hour. In 1948, it was 
$6 million. In fiscal 1956 it was $13 million each hour. 

In the time it took you to read this, our governments 
spent some $107,000. 
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THE INDEPENDENT BANKER 


Dedicated to perpetuation of America’s system of 


independent unit banking. 


och month THE INDEPENDENT BANKER 


goes to 5,200 members of the In- 
dependent Bankers Association and 
more than 600 other subscribers. 
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@. a. weeeer, President and Trust 
Officer of the Champaign County 
Hank & Trust Company, 


THE CHAMPAIGN COUNTY BANK ANDO TRUST Com 
pany, Urbana, Hlinola, 


“Our alional System 
repays its cost every 3 years... 


returns 35% annually through reduction in operating costs: 


“Our bank was established in this 
fine University community—known 
throughout the country as the home 
of the ‘Fighting Ilini.’ Like all banks, 
we are a service institution. Good 
service means good customer rela- 
tions, a pleasant, well-trained staff, 
and accurate, neat records produced 
as economically as possible on modern 
equipment,” writes C. A. Webber, 
President and Trust Officer of the 
Champaign County Bank and Trust 


A WATIONAL SVOTEM has simplified the noaount 
ing procedure of the Champaign County 
Nank & Trust Company, 


4A HATIONAL GLASS B82 BANK MULTIPLE OUTY 
macwing hinds many internal accounting 
records, 
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FAMOUS “FIGHTING ILLINI BLOCK 1" 
executed by atudent cheering section during 
Big Ten game, 
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—Champaign County Bank and Trust Company, Urbana, Illinois. 


Company. “Our National System has 
increased the efficiency of our opera- 
tion and, as a result, lowered operat- 
ing costs for us! 

“We find that our National System 
repays its cost every 3 years, returns 
35°% annually through reductions in 
operating costs!” 


COuitbe 


President and Trust Officer 
Chempaign County Bank and Trust Company 


THE MATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


989 OFFICES IN 94 COUNTRIES 


Your bank, too, can benefit from the time- 
and money-saving features of a National 
System. Nationals pay for themselves 
quickly through savings, then continue to 
return a regular yearly profit. For complete 
information, call your nearby National rep- 
resentative today. He’s listed in the 

yellow pages of your phone book. *e* 





